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The Kentucky Long-Term Policy Research Center was created by the General
Assembly in 1992 to bring a broader context to the decision-making process. The
Center’s mission is to illuminate the long-range implications of current policies,
emerging issues, and trends influencing the Commonwealth’s future. The Center has a
responsibility to identify and study issues of long-term significance to the
Commonwealth and to serve as a mechanism for coordinating resources and groups to
focus on long-range planning.
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3UHIDFH
7KLV�ZRUNLQJ�GUDIW�ZDV�SUHSDUHG�DV�SDUW�RI� WKH�.HQWXFN\�/RQJ�7HUP�3ROLF\�5H�

VHDUFK�&HQWHU·V�FRQWLQXLQJ�HIIRUW�WR�XQGHUVWDQG�WKH�IXWXUH�LPSOLFDWLRQV�RI�DQ�DUUD\�RI
WUHQGV�DIIHFWLQJ�WKH�&RPPRQZHDOWK��:H�IRFXV�KHUH�RQ�WUHQGV�DIIHFWLQJ�WKH�IXWXUH�RI
UXUDO�GHYHORSPHQW� LQ�.HQWXFN\�DQG�RQ�ZD\V�RI� OHYHUDJLQJ�PRUH�SRVLWLYH�RXWFRPHV
IRU�UXUDO�FRPPXQLWLHV�LQ�WKH�\HDUV�WR�FRPH��7KLV�VWXG\�VKRXOG�EH�RI�SDUWLFXODU�LQWHUHVW
WR� SROLF\PDNHUV� DQG� FLWL]HQV�ZKR� DUH� FRQFHUQHG� DERXW� LPSURYLQJ� UXUDO� SURVSHULW\
DQG�SURGXFWLYLW\�

.(178&.<�/21*�7(50�32/,&<�5(6($5&+�&(17(5

7KH�.HQWXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU�ZDV�FUHDWHG�E\�WKH�*HQHUDO�$V�
VHPEO\�LQ������WR�EULQJ�D�EURDGHU�FRQWH[W�WR�WKH�GHFLVLRQ�PDNLQJ�SURFHVV��7KH�&HQ�
WHU
V�PLVVLRQ�LV�WR�LOOXPLQDWH�WKH�ORQJ�UDQJH�LPSOLFDWLRQV�RI�FXUUHQW�SROLFLHV��HPHUJLQJ
LVVXHV��DQG�WUHQGV�LQIOXHQFLQJ�WKH�&RPPRQZHDOWK
V�IXWXUH��7KH�&HQWHU�KDV�D�UHVSRQ�
VLELOLW\�WR� LGHQWLI\�DQG�VWXG\�LVVXHV�RI� ORQJ�WHUP�VLJQLILFDQFH�WR� WKH�&RPPRQZHDOWK
DQG�WR�VHUYH�DV�D�PHFKDQLVP�IRU�FRRUGLQDWLQJ�UHVRXUFHV�DQG�JURXSV�WR�IRFXV�RQ�ORQJ�
WHUP�SODQQLQJ�

*RYHUQLQJ�WKH�.HQWXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU�LV�D����PHPEHU�ERDUG
RI� GLUHFWRUV� WKDW� LQFOXGHV� IRXU� DSSRLQWHHV� IURP� WKH� H[HFXWLYH� EUDQFK�� VL[� IURP� WKH
OHJLVODWLYH�EUDQFK��DQG����DW�ODUJH�PHPEHUV�UHSUHVHQWLQJ�FLWL]HQ�JURXSV��XQLYHUVLWLHV�
ORFDO�JRYHUQPHQWV��DQG�WKH�SULYDWH�VHFWRU���)URP�WKH�DW�ODUJH�FRPSRQHQW�RI�WKH�ERDUG�
VL[�PHPEHUV� DUH� DSSRLQWHG� E\� WKH� *RYHUQRU� DQG� ILYH� E\� WKH� /HJLVODWLYH� 5HVHDUFK
&RPPLVVLRQ���,Q�DFFRUGDQFH�ZLWK�LWV�DXWKRUL]LQJ�OHJLVODWLRQ��WKH�&HQWHU�LV�DWWDFKHG�WR
WKH�OHJLVODWLYH�EUDQFK�RI�.HQWXFN\�VWDWH�JRYHUQPHQW���7KH�PDNHXS�RI�LWV�ERDUG��KRZ�
HYHU�� DIIRUGV� LW� IXQFWLRQDO� LQGHSHQGHQFH� DQG�SHUPLWV� LW� WR� VHUYH� ERWK� WKH� H[HFXWLYH
DQG�OHJLVODWLYH�EUDQFKHV�RI�JRYHUQPHQW�HTXDOO\��DV�ZHOO�DV�WKH�SXEOLF�

0LFKDHO�7��&KLOGUHVV� LV� WKH�H[HFXWLYH�GLUHFWRU�RI� WKH�&HQWHU�� �7KRVH� LQWHUHVWHG� LQ
IXUWKHU� LQIRUPDWLRQ� DERXW� WKH�.HQWXFN\ /RQJ�7HUP�3ROLF\� 5HVHDUFK�&HQWHU� VKRXOG
FRQWDFW�KLV�RIILFH�GLUHFWO\�

.HQWXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU
�����&DSLWDO�&HQWHU�'ULYH��6XLWH����

)UDQNIRUW��.<������������
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7DEOH�RI�&RQWHQWV
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$FNQRZOHGJPHQWV ��������������������������������������������������������������������������������������[[L
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'HPRJUDSKLF�)OX[�������������������������������������������������������������������������������� �
5XUDO�8UEDQ�'LVSDULWLHV ���������������������������������������������������������������������� �
(FRQRPLF�5HDOLJQPHQW���������������������������������������������������������������������� ��
3XUVXLQJ�3URVSHULW\ ��������������������������������������������������������������������������� ��

7KH�&HUWDLQW\�RI�&KDQJH ����������������������������������������������������������������������������� ��
*OREDOL]DWLRQ�([SDQGV����������������������������������������������������������������������� ��
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'HYHORSPHQW�LQ�WKH�1HZ�&RQWH[W ������������������������������������������������������������� ��
%H\RQG�4XDQWLWDWLYH�'HYHORSPHQW ���������������������������������������������������� ��
-REV�7KDW�'RQ·W�$GG�8S�������������������������������������������������������������������� ��
6WUDWHJLF�5HFUXLWPHQW������������������������������������������������������������������������� ��
1HZ�2OG�7UXWKV ��������������������������������������������������������������������������������� ��

%XLOGLQJ�WKH�&DSDFLW\�RI�5XUDO�3HRSOH�DQG�3ODFHV���������������������������� ��
$�/RQJ�7HUP�3HUVSHFWLYH ����������������������������������������������������������������� ��
5HJLRQDO�$SSURDFKHV������������������������������������������������������������������������� ��
/HDGHUVKLS�'HYHORSPHQW������������������������������������������������������������������ ��
&RPPXQLW\�$VVHVVPHQW ������������������������������������������������������������������� ��
,QYHVWPHQWV�WKDW�3D\�'LYLGHQGV ������������������������������������������������������ ��

/HVVRQV�IURP�7XSHOR ����������������������������������������������������������������������������� ��
)RUJLQJ�1HZ�7UDGLWLRQV ������������������������������������������������������������������������������ ��

7KLQN�DQG�3ODQ�IRU�(QJDJHPHQW�ZLWK�WKH�:RUOG �������������������������� ��
)RFXV�5HVRXUFHV�DQG�(IIRUW�DW�WKH�&RPPXQLW\�/HYHO������������������� ��
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'HYHORS�+LJK�3HUIRUPDQFH�*RYHUQPHQW��������������������������������������� ��
7KH�&KDOOHQJHV�%HIRUH�8V ����������������������������������������������������������������� ��

5HVRXUFHV ������������������������������������������������������������������������������������������������������� ��
$SSHQGL[ ������������������������������������������������������������������������������������������������������� ��



ix

)LJXUHV
����%LWXPLQRXV�&RDO�,QGXVWU\�(PSOR\PHQW�LQ�.HQWXFN\������������������������
����3HU�&DSLWD�,QFRPH�LQ�.HQWXFN\�DV�D�3HUFHQW�RI�WKH�8�6��$YHUDJH�

�����������������������������������������������������������������������������������������������������������
����3HUFHQW�RI�5HVSRQGHQWV�5HSRUWLQJ�%HQHILWV�RI�5XUDO�8�6��6HOI�

'HYHORSPHQW�,QLWLDWLYHV��������������������������������������������������������������������



x



xi

7DEOHV
�����'LVSDULWLHV�%HWZHHQ�0HWURSROLWDQ�DQG�5XUDO�.HQWXFN\�&RXQWLHV�

��������������������������������������������������������������������������������������������������������������
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6XPPDU\
Q�VSLWH�RI�LWV�HQGXULQJ�DSSHDO��UXUDO�.HQWXFN\�LV�KRPH�WR�GLVWXUELQJ
DQG� VHHPLQJO\� LQWUDFWDEOH� LQHTXLWLHV³SHUVLVWHQW� MREOHVVQHVV�� SRY�
HUW\��GHSUHVVHG�LQFRPHV��ODJJLQJ�HGXFDWLRQDO�DFKLHYHPHQW��0RUHR�

YHU��WKH�SURPLVH�RI�D�EHWWHU�IXWXUH�LV�EHLQJ�XQGHUPLQHG�E\�WKH�HQGXU�
LQJ�OHJDF\�RI�SRYHUW\�DQG�WKH�FRQWLQXDO�ORVV�RI�EHWWHU�HGXFDWHG�\RXQJ
SHRSOH�ZKR�PLJUDWH�WR�XUEDQ�FRPPXQLWLHV�LQ�VHDUFK�RI�RSSRUWXQLW\�

,W� LV� HYLGHQW� WKDW� WKH� SRYHUW\� RU� SURVSHULW\� RI� DQ\� SDUW� RI� .HQ�
WXFN\³UXUDO� RU� XUEDQ³LQIOXHQFHV� WKH� VWDWH·V� RYHUDOO�ZHOO�EHLQJ�� ,W� LV
WKHUHIRUH� GLIILFXOW�� LI� QRW� LPSRVVLEOH�� WR� FRQFHLYH� RI� D� VWUDWHJ\� IRU
JUHDWHU� HFRQRPLF� DQG� VRFLDO� ZHOO�EHLQJ� WKDW� GRHV� QRW� UHFRJQL]H� DQG
V\VWHPDWLFDOO\�DGGUHVV�WKH�GHYHORSPHQW�RI�UXUDO�.HQWXFN\��5HYHUVLQJ
WKH�GHFOLQH�PDQ\�RI�RXU�UXUDO�FRPPXQLWLHV�KDYH�H[SHULHQFHG�GHPDQGV
WKDW�ZH�FRQQHFW�ZLWK�WKH�JOREDO�FRPPXQLW\�DQG�HQKDQFH�WKH�FDSDFLW\
RI� FRPPXQLWLHV� WR� QHJRWLDWH� WKLV� GHPDQGLQJ� QHZ� LQWHUQDWLRQDO� HQYL�
URQPHQW�� 8OWLPDWHO\�� FKDQJH� LQ� WKH� ODUJHU�� JOREDO� FRQWH[W� ZLOO� HLWKHU
SURSHO�LPSURYHG�FLUFXPVWDQFHV�WKURXJKRXW�UXUDO�.HQWXFN\�LQ�WKH���VW
&HQWXU\�RU�HQVXUH�LWV�FRQWLQXHG�PDUJLQDOL]DWLRQ�

)HZ� LQGLYLGXDOV�RU� FRPPXQLWLHV�DURXQG� WKH�ZRUOG�ZLOO� UHPDLQ� LQ�
VXODWHG� IURP�WKH� UHPDUNDEOH��XQSUHFHGHQWHG�VWUXFWXUDO� FKDQJH�ZKLFK
LV�SUHVHQWO\�XQGHUZD\��2XU� DELOLW\� WR� OHYHUDJH� SRVLWLYH� RXWFRPHV� IRU
UXUDO�.HQWXFN\�ZLOO�GHSHQG� LQ�QR�VPDOO�SDUW�RQ�KRZ�VXFFHVVIXOO\�ZH
QHJRWLDWH�WKH�G\QDPLF�HFRQRPLF�DQG�VRFLDO�FKDQJHV�DKHDG��DQG�RQ�RXU
FDSDFLW\�WR�FRPSHWH�DQG�SURVSHU�

,
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7KLV�5XUDO�3ODFH

&RQWHPSRUDU\� UXUDO� .HQWXFN\� LV� FKDUDFWHUL]HG� E\� GHPRJUDSKLF
IOX[��HFRQRPLF�UHDOLJQPHQW��DQG�SHUVLVWHQW�GLVSDULWLHV� WKDW�FRPSOLFDWH
DQG� IUXVWUDWH� WKH�SXUVXLW� RI�SURVSHULW\��'XULQJ� WKH� HDUO\� ����V�� UXUDO
FRXQWLHV� WKURXJKRXW� .HQWXFN\� KDYH� H[SHULHQFHG� PRGHVW� EXW� XQH[�
SHFWHG�SRSXODWLRQ�JDLQV��7RGD\��D�VOLJKW�PDMRULW\�����SHUFHQW��RI�.HQ�
WXFNLDQV� OLYH� LQ� ZKDW� DUH� GHILQHG� DV� UXUDO� FRXQWLHV�� DFFRUGLQJ� WR
SRSXODWLRQ�HVWLPDWHV�IRU������

:KLOH� QDWLRQDO� DQDO\VWV� DWWULEXWH� PXFK� RI� WKH� UXUDO� SRSXODWLRQ
JURZWK�RI�WKH�HDUO\�����V�WR�UHWLUHHV�DQG�FRPPXWHUV�WR�VXEXUEDQ�DUHDV�
D�UXUDO�UHYLYDO�PD\�EH�XQGHUZD\��-RKQVRQ�	�%HDOH���������2Q�WKH�RWKHU
KDQG��IOLJKW�IURP�XUEDQ�DUHDV��SURSHOOHG�E\�MRE�GLVSODFHPHQW��PD\�EH
WKH� LPSHWXV� IRU� UXUDO�SRSXODWLRQ�JURZWK��&OHDUO\��SRSXODWLRQ�JURZWK
GRHV�QRW�QHFHVVDULO\�FRUUHODWH�ZLWK�HFRQRPLF�JURZWK��,Q�DQ\�HYHQW��WKH
ZKHWKHU�WKH�SUHVHQW�EOXVK�RI�JURZWK�ZLOO�EH�VXVWDLQHG�GHSHQGV�RQ�RXU
DELOLW\�WR�DGDSW�WR�WKH�ODUJHU�FRQWH[W�RI�FKDQJH�DQG�VHL]H�WKH�RSSRUWXQL�
WLHV�LW�\LHOGV�

$OUHDG\�� WKH� SHUFHLYHG� PDLQVWD\V� RI� .HQWXFN\·V� UXUDO� HFRQRP\
KDYH�FKDQJHG��7KH�FRDO� LQGXVWU\·V�KLVWRULFDOO\�SURPLQHQW� UROH�KDV�GL�
PLQLVKHG� GUDPDWLFDOO\�� /LNHZLVH�� IHZ� .HQWXFN\� FRXQWLHV� QRZ� IXOO\
GHSHQG�RQ�IDUPLQJ�WR�VXVWDLQ�WKHLU�HFRQRPLHV��,QVWHDG��PDQXIDFWXULQJ
DQG�� WR� D� OHVVHU� H[WHQW�� VHUYLFHV� DUH� SOD\LQJ�PRUH� SURPLQHQW� UROHV� LQ
UXUDO�HFRQRPLHV��6WLOO��UXUDO�.HQWXFN\�LV�KRPH�WR�PDQ\�ORZ�VNLOO��ORZ�
ZDJH�LQGXVWULHV�WKDW�XVXDOO\�SURYLGH�SRRU�WUDLQLQJ�JURXQGV�IRU�WKH�IRU
WKH�KLJK�VNLOOV�GHPDQGV�RI�RXU�HPHUJLQJ�HFRQRP\�

:KLOH�SHU�FDSLWD�LQFRPH�KDV�ULVHQ�VWDWHZLGH��LW�FRQWLQXHV�WR�WUDLO�WKH
QDWLRQDO�DYHUDJH�E\�D�ZLGH�PDUJLQ�DQG�VLJQLILFDQW�GLVSDULWLHV�H[LVW�EH�
WZHHQ�UXUDO�DQG�XUEDQ�HFRQRPLF�FLUFXPVWDQFHV��7KH�FKDOOHQJH�EHIRUH
UXUDO�FRPPXQLWLHV�LV�WR�VXVWDLQ�LQFRPH�JURZWK�LQ�DQ�HUD�WKDW�ZLOO�SODFH
QHZ� DQG� PRUH� H[DFWLQJ� GHPDQGV� RQ� LQGLYLGXDOV�� HQWHUSULVHV� DQG
FRPPXQLWLHV�
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7KH�&HUWDLQW\�RI�&KDQJH

7KH�KRSHIXO�DQG��DW�WKH�VDPH�WLPH��GLVFRPIRUWLQJ�UHDOLW\�EHIRUH�UX�
UDO� SHRSOH� DQG� SODFHV� WKURXJKRXW�.HQWXFN\� LV� WKH� FHUWDLQW\� RI� VWUXF�
WXUDO�HFRQRPLF�DQG�VRFLDO�FKDQJH�WKDW�LV�ZHOO�XQGHUZD\��,Q�WKH�\HDUV�WR
FRPH�� LW�ZLOO� RQO\� DFFHOHUDWH�� )HZ�PHPEHUV� RI� WKH�ZRUOG� FRPPXQLW\
ZLOO�UHPDLQ�LQVXODWHG�IURP�LWV�LPSDFW��QR�PDWWHU�ZKHUH�WKH\�OLYH��*ORE�
DOL]DWLRQ�� WHFKQRORJLFDO� DGYDQFHPHQW� DQG� WKH� UHVXOWDQW� VRFLDO� VKLIWV
FRPSHO� UXUDO� FRPPXQLWLHV� WR� GHYHORS� D� IXWXUH�RULHQWHG� RXWORRN� DQG
IRUJH�QHZ�WUDGLWLRQV�WKDW�ZLOO�HQDEOH�WKHP�WR�QDYLJDWH�ZKDW�OLHV�DKHDG�
6WURQJHU�� PRUH� UHVLOLHQW� UXUDO� HFRQRPLHV� WKDW� DUH� EHWWHU� DEOH� WR� SUH�
VHUYH�DQG�SURWHFW�GHVLUDEOH�UXUDO�TXDOLWLHV�ZLOO�EH�UHTXLUHG�

3HUKDSV�WKH�PRVW�IDU�UHDFKLQJ�WUDQVIRUPDWLRQ�LQ�WHUPV�RI�LWV�LPSDFW
RQ�LQGLYLGXDOV��HQWHUSULVHV��DQG�LQVWLWXWLRQV�LV�WKH�JOREDOL]DWLRQ�RI�RXU
HFRQRP\�� DQ� HFRQRPLF� UHDOLJQPHQW� WKDW� KDV� IRUHYHU� DOWHUHG� WKH�ZD\
ZH�ZRUN�DQG�FRQGXFW�EXVLQHVV��:KLOH� LW� LV�H[SHFWHG�WR�FUHDWH�P\ULDG
RSSRUWXQLWLHV��JOREDOL]DWLRQ�FRXOG�KDYH�D�GHYDVWDWLQJ�LPSDFW�RQ�UXUDO
FRPPXQLWLHV� DV� WKH� ORZ�VNLOOV�� ORZ�ZDJH� LQGXVWULHV� WUDGLWLRQDOO\� DW�
WUDFWHG�WR�DQG�EDVHG�LQ�UXUDO�DUHDV�DUH�LOO�SUHSDUHG�IRU�WKH�FRPSHWLWLYH
FKDOOHQJH�WKDW�OLHV�RQ�WKH�LPPHGLDWH�KRUL]RQ�

7KH�GHPDQG�IRU�KLJK�VNLOOV�LV�ULVLQJ�H[SRQHQWLDOO\�ZLWK�WKH�DGYDQFH
RI� LQIRUPDWLRQ� WHFKQRORJ\��ZKLFK� LV� UHGHILQLQJ�ZRUN� DQG�ZRUN� OLYHV�
:KLOH� WHFKQRORJ\�KDV�GLVSODFHG�ZRUNHUV�� LW� LV�DOVR� OLEHUDWLQJ�ZRUNHUV
WR�FRQWULEXWH�DW�PXFK�KLJKHU�OHYHOV�DQG��LQFUHDVLQJO\��IURP�UHPRWH�OR�
FDWLRQV��D�WUHQG�WKDW�FRXOG�ERGH�ZHOO�IRU�UXUDO�FRPPXQLWLHV��7KH�FRP�
ELQDWLRQ�RI�ULVLQJ�H[WHUQDO�SUHVVXUHV�FUHDWHG�E\�JOREDO�FRPSHWLWLRQ�DQG
QHZ�LQWHUQDO�GHPDQGV�IRU�KLJKHU�VNLOOV�KDYH�FRPSHOOHG�VLJQLILFDQW�RU�
JDQL]DWLRQDO� FKDQJH� WKURXJKRXW� WKH�SULYDWH� VHFWRU��*UDGXDOO\�� RUJDQ�
L]DWLRQDO� FKDQJH� LV� XQOHDVKLQJ� SUHYLRXVO\� XQWDSSHG� FRQWULEXWLRQV�
VWUHDPOLQLQJ�SURFHVVHV��DQG�UHVKDSLQJ�RXU�IXQGDPHQWDO�XQGHUVWDQGLQJ
RI�KRZ�WR�DFKLHYH�JRDOV�

'HYHORSPHQW�LQ�D�1HZ�&RQWH[W

$V�WKH�ODUJHU�FRQWH[W�XQGHUJRHV�GUDPDWLF�FKDQJH��RXU�XQGHUVWDQG�
LQJ�RI�ZKDW�FRQVWLWXWHV�DQG�DFFHOHUDWHV�GHYHORSPHQW� LV� HYROYLQJ��7KH
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GHPDQGV� RI� D� FRPSHWLWLYH� LQWHUQDWLRQDO� HFRQRP\� DUH� UHGHILQLQJ� WKH
UHTXLUHPHQWV�IRU�VXFFHVVIXO�GHYHORSPHQW� LQLWLDWLYHV��DQG�WKH�DGDSWLYH
H[SHULHQFHV�RI� WKH�SULYDWH�VHFWRU�KDYH� LOOXPLQDWHG�RXU�XQGHUVWDQGLQJ
RI� KRZ� WR� DFKLHYH� RUJDQL]DWLRQDO� JRDOV�� 3DUWLFLSDWLYH� GHPRFUDF\�� ZH
DUH� OHDUQLQJ�� LV� WKH�XQGHUO\LQJ�VWUHQJWK� WKDW�KDV� HQDEOHG� VRPH�ZRUN�
SODFHV�WR�EHFRPH�PRUH�SURGXFWLYH�DQG�VRPH�FRPPXQLWLHV�DQG�UHJLRQV
WR�SURVSHU��$W� WKH� VDPH� WLPH�� FLWL]HQ�H[SHFWDWLRQV�RI�JRYHUQPHQW� DUH
ULVLQJ�� ,QFUHDVLQJO\��JRYHUQPHQW� LV� H[SHFWHG� WR�GR�PRUH�ZLWK� OHVV�� WR
GHOLYHU�KLJKHU�TXDOLW\�VHUYLFH�DW�D�ORZHU�FRVW��&RQVHTXHQWO\��QXUWXULQJ
FLYLF� HQJDJHPHQW� DQG� FXOWLYDWLQJ� ORFDO� FDSDELOLWLHV� WR� EXLOG� IURP
ZLWKLQ�PD\�RIIHU�WKH�RSWLPXP�VWUDWHJ\�IRU�UXUDO�GHYHORSPHQW�

%H\RQG� 4XDQWLWDWLYH� 'HYHORSPHQW�� 7KH� ORQJ�KHOG� HPSKDVLV� RQ
TXDQWLW\³MREV�DQG� LQYHVWPHQW³LV�JUDGXDOO\�EHLQJ�GLVSODFHG�E\�D�GH�
PDQG�IRU�TXDOLW\³PHDVXUDEOH�UHWXUQV� WR�FRPPXQLWLHV�DQG�SHRSOH�� ,Q
UHVSRQVH�� VWDWHV�KDYH�EHJXQ� WR� DGRSW�PRUH� HQWUHSUHQHXULDO�� ´VXSSO\�
VLGHµ�SROLFLHV� WKDW�HPSKDVL]H�´ORFDO� UHVRXUFHV�DV�D�EDVLV� IRU�JURZWK�µ
UDWKHU� WKDQ� FRPSHWLWLRQ� ZLWK� RWKHU� VWDWHV� IRU� PRELOH� MREV� �(LVLQJHU�
�������,Q�WKH�QHZ�FRQWH[W��GHYHORSPHQW�HIIRUWV�FDQ�QR�ORQJHU�EH�MXGJHG
VROHO\�RQ� WKH�QXPEHU�RI� MREV�FUHDWHG�� ,QVWHDG�� WKH�TXDOLW\�RI� MREV�� WKH
RYHUDOO�HFRQRPLF�DQG�VRFLDO�EHQHILWV� WKH\�\LHOG� IRU�ZRUNHUV�DQG�FRP�
PXQLWLHV��LV�UDSLGO\�EHFRPLQJ�WKH�PHDVXUH�RI�GHYHORSPHQW�VXFFHVV�

:KLOH�OLWWOH�FDQ�EH�JDLQHG�IURP�D�XQLODWHUDO�ZLWKGUDZDO�IURP�LQWHU�
VWDWH� FRPSHWLWLRQ� IRU� LQGXVWULDO� ORFDWLRQV�� GHYHORSPHQW� IURP� ZLWKLQ
RIIHUV�D�SDWK�WKDW�UHVHDUFK�VXJJHVWV�ZLOO�\LHOG�SUHIHUUHG�RXWFRPHV�RYHU
WKH� ORQJ�WHUP�� &RQVHTXHQWO\�� LQGXVWULDO� UHFUXLWPHQW� HIIRUWV� DQG� SDU�
WLFXODUO\�WKH�XWLOL]DWLRQ�RI�WD[�LQFHQWLYHV�PXVW�EH�XVHG�VWUDWHJLFDOO\� WR
DGYDQFH� ODUJHU�HFRQRPLF�GHYHORSPHQW�JRDOV�DLPHG�DW� UDLVLQJ� LQFRPH
DQG�SURGXFWLYLW\��7KURXJK�LQLWLDWLYHV�GHVLJQHG�WR�HQKDQFH�WKH�FDSDFLW\
RU� FDSDELOLWLHV� RI� LQGLYLGXDOV�� HQWHUSULVHV�� LQVWLWXWLRQV� DQG� FRPPXQL�
WLHV�� JRYHUQPHQW� FDQ�KHOS� OHYHUDJH�PRUH�SRVLWLYH� RXWFRPHV� IRU� UXUDO
FRPPXQLWLHV�WKDQ�WKRVH�UHDOL]HG�LQ�WKH�SXUVXLW�RI�PRELOH�LQGXVWULHV�

%XLOGLQJ�WKH�&DSDFLW\�RI�5XUDO�3HRSOH�DQG�3ODFHV��,Q�UHVSRQVH�WR�D
UDSLGO\�FKDQJLQJ�JOREDO�FRQWH[W�DQG�DQ�H[SDQGLQJ�EDVH�RI�NQRZOHGJH�
GHYHORSPHQW� WKHRU\� DQG� SUDFWLFH� DUH� JUDGXDOO\� UHWXUQLQJ� WR� WKH� UH�
VWRUDWLYH�SRZHUV�RI�EURDG�FLYLF�HQJDJHPHQW�LQ�EXLOGLQJ�WKH�FDSDFLW\�RI
ORFDO� FRPPXQLWLHV�� %HFDXVH� HFRQRPLF� GHYHORSPHQW� LV� HVVHQWLDOO\� D
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´VHOI�KHOSµ� H[HUFLVH� �/HDU�� ������� FXOWLYDWLQJ� ORFDO� FDSDFLW\� LV� LQFUHDV�
LQJO\� UHJDUGHG�DV� WKH�PRVW� LPSRUWDQW�ZRUN� WKDW�JRYHUQPHQW�FDQ�XQ�
GHUWDNH� LQ� WKH� QDPH� RI� GHYHORSPHQW�� ,Q� UHVSRQVH�� VWDWH� DQG� ORFDO
JRYHUQPHQWV� DUH� VKLIWLQJ� DZD\� IURP� D� SURIHVVLRQDO�� FRPPDQG�DQG�
FRQWURO�PRGHO� WR� RQH� WKDW� IDFLOLWDWHV�� VXSSRUWV� DQG� QXUWXUHV� FLYLF� HQ�
JDJHPHQW�LQ�FRPPXQLW\�EXLOGLQJ�

&DSDFLW\� EXLOGLQJ� LQLWLDWLYHV� DUH� GHVLJQHG� WR� EULQJ� D� ZLGHU�� RIWHQ
QRQ�WUDGLWLRQDO�JURXS�RI�SOD\HUV� LQWR� WKH�ZRUN�RI�GHYHORSPHQW��7KDW
ZRUN�� FRQVHQVXV� VXJJHVWV�� VKRXOG� LQFOXGH�� DPRQJ� RWKHU� WKLQJV�� DV�
VHVVLQJ� WKH�FXUUHQW� VLWXDWLRQ��SODQQLQJ� IRU�GHVLUHG�RXWFRPHV�RYHU� WKH
ORQJ�WHUP�� QXUWXULQJ� OHDGHUVKLS� DQG� IRUJLQJ� FROODERUDWLYH� UHODWLRQ�
VKLSV�WKDW�VWUHQJWKHQ�FDSDELOLWLHV��7KH�RSWLPXP�RXWFRPH�LV�H[SDQGHG
OHYHOV� RI� FLYLF� HQJDJHPHQW� DQG� HQKDQFHG� UXUDO� FDSDELOLWLHV� WR� VROYH
SUREOHPV� DQG� DFKLHYH�JRDOV��5HVHDUFK� VXJJHVWV� WKDW� WKLV� DSSURDFK� WR
GHYHORSPHQW� LV�PRVW� OLNHO\� WR�SURGXFH� VXVWDLQHG�� ORQJ�WHUP�EHQHILWV�
&DSDFLW\�EXLOGLQJ�LV�DOVR�D�PHDQV� WR�GRLQJ�PRUH�ZLWK� OHVV�� WR�FORVLQJ
UHVRXUFH�JDSV�WKDW�KDYH�WUDGLWLRQDOO\�LQKLELWHG�WKH�GHYHORSPHQW�RI�UX�
UDO�FRPPXQLWLHV�

$� /RQJ�7HUP� 3HUVSHFWLYH��2QH� RI� WKH� KDOOPDUNV� RI� VXFFHVVIXO� UXUDO
GHYHORSPHQW� LQLWLDWLYHV� LV� D� ORQJ�WHUP� SHUVSHFWLYH� RQ� GHYHORSPHQW
WKDW� UHFRJQL]HV� WKH�QHHG� WR�SHUVHYHUH�DQG� WR�SODQ� IRU� WKH� IXWXUH��7KH
SURFHVV��RQH�WKDW�LV�FROODERUDWLYH�DQG�SDUWLFLSDWLYH��EHFRPHV��RYHU�WLPH�
PRUH� LPSRUWDQW� WKDQ� LWV� PRUH� LPPHGLDWH� VKRUW�WHUP� SURGXFWV�� 5H�
VHDUFK�� SDUWLFXODUO\� WKH� ZRUN� RI� +DUYDUG� 3URIHVVRU� 5REHUW� 3XWQDP�
VXJJHVWV� WKDW� VXVWDLQHG� FROODERUDWLRQ� DQG� FLYLF� HQJDJHPHQW� \LHOG
ZHDOWK�DQG�JRRG�JRYHUQPHQW�

5HJLRQDO�$SSURDFKHV� 5HVHDUFK�VXSSRUWV�WKH�VWUHQJWK�LQ�QXPEHUV�DS�
SURDFK� WR� GHYHORSPHQW�� VXJJHVWLQJ� WKDW� FROODERUDWLYH� HIIRUWV� WKDW� HQ�
JDJH� UHJLRQV�� FRPPXQLWLHV�� LQGXVWULHV� RU� JURXSV� LQ� WKH� SXUVXLW� RI
FRQVHQVXV�JRDOV�DUH�PRGHO�RUJDQL]DWLRQDO�VWUXFWXUHV��7KURXJK�FROODER�
UDWLRQ�� FRPPXQLWLHV� FDQ� HQKDQFH� WKHLU� LQWHUQDO� FDSDELOLWLHV� DQG� LQ�
FUHDVH�WKHLU�H[WHUQDO�OHYHUDJH��:KLOH�SROLWLFV�RIWHQ�IUXVWUDWHV�WKH�DELOLW\
RI� UXUDO� FRPPXQLWLHV� WR� DFKLHYH� FROODERUDWLRQ�� WKH� SRWHQWLDO� EHQHILWV
DUH� VXIILFLHQW� WR� ZDUUDQW� VWDWH� JRYHUQPHQW·V� DFWLYH� VXSSRUW� DQG� HQ�
FRXUDJHPHQW�RI�VXFK�HIIRUWV�
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/HDGHUVKLS�'HYHORSPHQW��7KH�FXOWLYDWLRQ�RI�D�EURDG�EDVH�RI�OHDGHUVKLS
WKURXJK�IRUPDO�SURMHFW�VSHFLILF�WUDLQLQJ�DQG�SURFHVV�WUDLQLQJ�WKDW�KHOSV
VXVWDLQ�HQJDJHPHQW�DQG�H[SDQG�SDUWLFLSDWLRQ��2SHQ�GHPRFUDWLF�SURF�
HVVHV� WKDW� LQYLWH� DQG� HQDEOH� SDUWLFLSDWLRQ� LQ� SUREOHP� VROYLQJ� LV� UHLQ�
IRUFHG�WKURXJK�SURFHVV�OHDGHUVKLS�WUDLQLQJ��ZKLFK�FXOWLYDWHV�WKH�VNLOOV
QHHGHG� WR�PDLQWDLQ� DQG� H[SDQG� HQJDJHPHQW�� /HDGHUVKLS� KHOSV� FORVH
UHVRXUFH� JDSV� DQG� VWUHQJWKHQ� WKH� FDSDELOLWLHV� RI� FRPPXQLWLHV� WR
DFKLHYH�JRDOV�

&RPPXQLW\� $VVHVVPHQW� 0DQ\� UXUDO� GHYHORSPHQW� DFWLYLVWV� DQG� UH�
VHDUFKHUV� REVHUYH� WKDW� D� VROLG�� GDWD�EDVHG� DQDO\VLV� RI� FRPPXQLW\
VWUHQJWKV��ZHDNQHVVHV��DQG�UHODWLYH�SRVLWLRQ�LQ�WKH�ODUJHU�FRQWH[W��LV�DQ
HVVHQWLDO� IRXQGDWLRQ� IRU� GHYHORSPHQW�� 2Q� WKLV� IRXQGDWLRQ�� SULRULW\
JRDOV� DQG� D� SODQ� RI� DFWLRQ� FDQ� EH� EXLOW�� OHQGLQJ� FULWLFDO� IRFXV� WR� WKH
ZRUN� RI� GHYHORSPHQW�� &RPPXQLWLHV� WKDW� SURFHHG�ZLWK� GHYHORSPHQW
VWUDWHJLHV�LQ�WKH�DEVHQFH�RI�VXFK�FULWLFDO�NQRZOHGJH��H[SHUWV�FRQFOXGH�
DUH�EOLQGO\�JURSLQJ�IRU�DQVZHUV�

&ULWLFDO�&DSLWDO��1DWLRQDO�VXUYH\�UHVXOWV�VKRZ�WKDW�ORFDO�GHYHORSPHQW
LQLWLDWLYHV� DUH� JHQHUDWLQJ� SRVLWLYH�� WDQJLEOH� EHQHILWV� WR� FRPPXQLWLHV�
EXW�WKH\�DUH�RIWHQ�FRQVWUDLQHG�E\�D�ODFN�RI�UHVRXUFHV��,QGHHG��WKH�ODFN
RI�FDSLWDO� LV�PRVW� IUHTXHQWO\�FLWHG�DV� WKH�JUHDWHVW�KLQGUDQFH� WR� WKH�HI�
IRUW��RQH�WKDW�XQGHUVFRUHV�WKH�LPSRUWDQFH�RI�JRYHUQPHQW·V�UROH� LQ�DG�
YDQFLQJ�UXUDO�GHYHORSPHQW�

)RUJLQJ�1HZ�7UDGLWLRQV

7KH�HQGXULQJ�OHJDFLHV�RI�UXUDO�SRYHUW\��LQDGHTXDWH�LQIUDVWUXFWXUH�
ORZ�HGXFDWLRQDO�DFKLHYHPHQW�DQG� MREOHVVQHVV�DUH�UHDVRQ�HQRXJK�WR
GUDPDWLFDOO\�DOWHU�RXU�DSSURDFK�WR�GHYHORSPHQW�LQ�.HQWXFN\��1RZ
ZH� IDFH� DQRWKHU� VHW� RI� IRUFHV� WKDW� DUH� FHUWDLQ� WR� WRXFK� HDFK� RI� RXU
OLYHV�� UHJDUGOHVV�RI�ZKHUH�ZH� OLYH��*OREDOL]DWLRQ�� WHFKQRORJLFDO� DG�
YDQFHPHQW�DQG�RUJDQL]DWLRQDO�FKDQJH�DUH�UHVWUXFWXULQJ�WKH�ZRUOG�LQ
ZKLFK� ZH� OLYH�� 7KH\� DOVR� PXVW� SURIRXQGO\� LQIOXHQFH� WKH� ZD\� ZH
FRQGXFW�GHYHORSPHQW�

:KLOH�LW�LV�LPSRVVLEOH�WR�SUHGLFW�ZKDW�.HQWXFN\�RU��IRU�WKDW�PDW�
WHU�� WKH�UHVW�RI� WKH�ZRUOG�ZLOO� ORRN� OLNH� LQ� WKH�\HDUV� WR�FRPH��PDQ\
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SHRSOH� KDYH� FORVHO\� H[DPLQHG� RXU� FXUUHQW� FLUFXPVWDQFHV� DQG� RI�
IHUHG� JRRG� LGHDV� DERXW� KRZ� WR� HQULFK� WKH� SRVVLELOLWLHV� EHIRUH� XV�
5DWKHU� WKDQ� DGG� \HW� DQRWKHU� OLVW� RI� ´WKLQJV� WR� GRµ� WR� RXU� SXEOLF
DJHQGD�� RXU� UHSRUW� FRQFOXGHV� E\� UHYLVLWLQJ� WKH� LPSRUWDQW� JURXQG�
ZRUN� WKDW� KDV� DOUHDG\� EHHQ� ODLG�� JURXQGZRUN� ZKLFK� HFKRHV� WKH
PDMRU�WKHPHV�RI�WKLV�UHSRUW�

• 7KLQN�DQG�SODQ�IRU�HQJDJHPHQW�ZLWK�WKH�ZRUOG�
• )RFXV�UHVRXUFHV�DQG�HIIRUW�DW�WKH�FRPPXQLW\�OHYHO��DQG�
• 'HYHORS�KLJK�SHUIRUPDQFH�JRYHUQPHQW�

)URP� WKH� JURXQGEUHDNLQJ� ZRUN� RI� WKH� .HQWXFN\� 7RPRUURZ
&RPPLVVLRQ�LQ�WKH�PLG�����V�WR�WKH�UHFRPPHQGDWLRQV�RI�3URMHFW����
D�SULYDWH� VHFWRU� LQLWLDWLYH� OHG� E\� WKH� 6WDWH�&KDPEHU� RI�&RPPHUFH�
WKHUH�LV�UHPDUNDEOH�FRQVHQVXV�RQ�WKH�LPSRUWDQFH�RI�HQJDJLQJ�LQ�WKH
ZRUOG�HFRQRP\�DQG�UHMHFWLQJ�LVRODWLRQLVW�SROLFLHV��/LNHZLVH��D�QXP�
EHU�RI�WKRXJKWIXO�SXUVXLWV�RI�LPSURYHG�SXEOLF�SROLF\��LQFOXGLQJ�WKH
��������*RYHUQRU·V�&RPPLVVLRQ� RQ�$SSDODFKLD� DQG� WKH� (FRQRPLF
'HYHORSPHQW� &DELQHW·V� VWUDWHJLF� SODQ�� UHFRJQL]H� DQG� UHFRPPHQG
IRFXVLQJ�VWDWH�JRYHUQPHQW� UHVRXUFHV�DQG�HIIRUW�DW� WKH� ORFDO� OHYHO³
IURP�ZKHUH�WKH�HQHUJ\�WKDW�SURSHOV�GHYHORSPHQW�PXVW�HPDQDWH�

)LQDOO\�� VWDWH�JRYHUQPHQW�� OLNH� WKH�SULYDWH� VHFWRU��PXVW� DGDSW� WR
WKH� QHZ� JOREDO� HQYLURQPHQW� DQG� EHFRPH� D� KLJK�SHUIRUPDQFH� RU�
JDQL]DWLRQ�� 7KH� SURFHVVHV� RI� VWUXFWXUDO� UHDOLJQPHQW� DQG� RUJDQL]D�
WLRQDO� FKDQJH� FRPSHO� VWDWHV� WR� GHYHORS� QHZ� FDSDFLWLHV�� QHZ
´UHODWLRQVKLSV�� YDOXHV� DQG�PHWKRGV�µ� DQG�QHZ�DSSURDFKHV� WR� ERWK
IRUPXODWLQJ�DQG�LPSOHPHQWLQJ�SROLF\��)RVOHU���������7KH�PDQ\�VWHSV
VWDWH� JRYHUQPHQW�PXVW� WDNH� WRZDUG� DFKLHYLQJ� RSWLPXP� RXWFRPHV
IRU�WKH�FLWL]HQV�DQG�FRPPXQLWLHV�RI�.HQWXFN\�LQFOXGH�FXOWLYDWLQJ�D
´FXOWXUH�RI�SHUIRUPDQFHµ� �)RVOHU���GHYHORSLQJ�FULWLFDO�´LQVWLWXWLRQDO
LQWHOOLJHQFHµ��)RVOHU���OHYHUDJLQJ�H[SDQGHG�FDSDFLW\�E\�HQFRXUDJLQJ
DQG�VXSSRUWLQJ�FROODERUDWLRQ��DQG�HQJDJLQJ�FLWL]HQV�DQG�JURXSV�LQ
WKH�ZRUN�RI�EXLOGLQJ�SURVSHULW\�WKURXJKRXW�WKH�&RPPRQZHDOWK�

,Q�FRQFOXVLRQ��ZH�EHOLHYH�.HQWXFNLDQV�DUH�VLQJLQJ�IURP�WKH�VDPH
VRQJ�ERRN��,W�LV�WLPH�WR�EUHDWKH�OLIH�LQWR�WKHLU�SODQV�DQG�UHFRPPHQ�
GDWLRQV��WKHLU�KRSHV�DQG�GUHDPV�IRU�WKH�IXWXUH�RI�WKLV�VWDWH�
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SURVSHULW\�LQ�UXUDO�SODFHV��ZH�UHPDLQ�FRQIOLFWHG�DERXW�KRZ�WR�DFKLHYH�WUXH
GHYHORSPHQW�� 6WUDWHJLHV� IRU� GHYHORSPHQW� FRQWLQXH� WR� EH� LQIOXHQFHG� E\� D
SROLWLFDO� FRQWH[W� WKDW� GHPDQGV� VKRUW�WHUP� VROXWLRQV� WR� ORQJ�VWDQGLQJ
SUREOHPV�IRU�ZKLFK�WKHUH�DUH�QR�TXLFN�RU�HDV\�UHPHGLHV��:KLOH�WKH�GHEDWH
DURXQG�VKRUW�WHUP�´VROXWLRQVµ�YHUVXV�ORQJ�WHUP�VWUDWHJLHV�IRU�IXQGDPHQWDO
FKDQJH�SHUFRODWHG�XSZDUG�LQWR�SROLWLFDO�GLDORJXH��HFRQRPLF�DQG�VRFLDO�FLU�
FXPVWDQFHV�LQ�UXUDO�$PHULFD�DFWXDOO\�ZRUVHQHG��,Q�VSLWH�RI�UHFHQW�SRSXOD�
WLRQ�JURZWK��LQFUHDVHG�ZHDOWK³WKH�WUXH�EHQFKPDUN�RI�GHYHORSPHQW³KDV
QRW�PDWHULDOL]HG��&RQVHTXHQWO\��WKH�FKDOOHQJH�RI�UXUDO�GHYHORSPHQW�LV�VWLOO
YHU\�PXFK�ZLWK� XV�� DQG� LW� JURZV�PRUH� FRPSOH[�ZLWK� HDFK� SDVVLQJ� GD\�
8QOHVV�PHW�ZLWK�FRQVWUXFWLYH��LQIRUPHG�UHVSRQVHV��WKH�VWUXFWXUDO�HFRQRPLF
FKDQJH�QRZ�XQGHUZD\�PD\�SUHFLSLWDWH�IXUWKHU�UXUDO�GHFOLQH�

+(�&+$//(1*(�2)�'(9(/23,1*�7+(� )8//� 327(17,$/�2)
585$/� 3(23/(� $1'� 3/$&(6� LV� HVVHQWLDOO\� RQH� RI� GRLQJ� PRUH
ZLWK�OHVV��+LVWRULFDOO\��UXUDO�SURJUHVV�KDV�EHHQ�VW\PLHG�E\�WKH�GLOX�

WLRQ�RI�FULWLFDO�UHVRXUFHV³FDSLWDO��ODERU��OHDGHUVKLS��FLYLF�HQJDJHPHQW��HWF�

7
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:KLOH�WKH�FRPSHOOLQJ�EHDXW\�DQG�KRVSLWDOLW\�RI�.HQWXFN\�FRQWLQXH�WR�OXUH
QDWLYHV�RI�WKH�VWDWH�EDFN�KRPH��YDVW�DUHDV�RI� WKH�&RPPRQZHDOWK�ODFN�WKH
HFRQRPLF�DQG�VRFLDO�YLWDOLW\�WR�KROG�SHRSOH��7KH�FRQVHTXHQFHV�RI�ZKDW�KDV
EHHQ�D� FRQVWDQW�GUDLQ� RI�SHRSOH� DQG� UHVRXUFHV� IURP�PDQ\� UXUDO� DUHDV� RI
.HQWXFN\� DUH� SURIRXQG��:H� DUH� D� VXEVWDQWLDOO\� ZHDNHU� VWDWH³HFRQRPL�
FDOO\�DQG�VRFLDOO\�

$FURVV� WKH�&RPPRQZHDOWK�� WKH� LQDELOLW\� RI� \RXQJ�SHRSOH� WR� ILQG� HP�
SOR\PHQW�RSSRUWXQLWLHV�LQ�UXUDO�FRPPXQLWLHV�KDV�DOVR�HURGHG�DQ�RIWHQ�XQ�
VXQJ� .HQWXFN\� VWUHQJWK�� H[WHQGHG� IDPLO\� QHWZRUNV� ZKRVH� XQLW\� KDV
KLVWRULFDOO\�KHOSHG�EULGJH�HFRQRPLF�JDSV��:KLOH�PDQ\�RI�.HQWXFN\·V�PRVW
HGXFDWHG�� WKRXJKWIXO� FLWL]HQV� DUH� UXUDO� UHVLGHQWV� E\� FKRLFH�� WKRVH� PRVW
OLNHO\� WR� OHDYH� UXUDO� DUHDV� DUH� LWV� \RXQJHU�� PRUH� HGXFDWHG� FLWL]HQV³WKH
YHU\�SURPLVH� RI� D� EULJKWHU� IXWXUH��$V� D� FRQVHTXHQFH��PDQ\� RI� RXU� UXUDO
FRPPXQLWLHV�DUH�SRRUO\�SUHSDUHG�WR�PHHW�WKH�KLJK�VNLOOV�FKDOOHQJH�RI�WKH
IXWXUH��&DUHIXOO\�FRRUGLQDWHG�VWUDWHJLHV�GHVLJQHG�WR�EXLOG�KXPDQ�UHVRXUFH
FDSDELOLWLHV�DQG�HPSOR\PHQW�RSSRUWXQLWLHV�DUH�FOHDUO\�LQGLFDWHG�

,Q�DGGLWLRQ�WR�WKH�HFRQRPLF�FRQVHTXHQFHV�RI�D�GHSOHWHG�ODERU�IRUFH��UX�
UDO�FRPPXQLWLHV�KDYH�WUDGLWLRQDOO\�EHHQ�DW�DQ�HFRQRPLF�GLVDGYDQWDJH�EH�
FDXVH� RI� ZHDN� SK\VLFDO� LQIUDVWUXFWXUH³KLJKZD\V�� DLUSRUWV�� DQG�� QRZ�
FRPPXQLFDWLRQV� LQIUDVWUXFWXUH³DQG� WKH� FRVW� SHQDOW\� H[DFWHG� E\� WKH� QH�
FHVVLW\� RI� WUDQVSRUWLQJ� JRRGV� DGGHG� GLVWDQFHV� �%RQQHWW�� ������� :LWK� WKH
DGYDQFHPHQW�RI�FRPPXQLFDWLRQV�LQIUDVWUXFWXUH��WKH�GLVWDQFH�SHQDOW\�PD\
EH�DOOHYLDWHG�LQ�FRPLQJ�\HDUV�DV�WHFKQRORJ\�OLEHUDWHV�PRUH�HQWHUSULVHV�DQG
ZRUNHUV� IURP� XUEDQ� DQG� VXEXUEDQ� SODFHV� DQG� HQDEOHV� PRUH� LPPHGLDWH
FRQQHFWLRQV� EHWZHHQ� UXUDO� DQG� XUEDQ� SODFHV�� ,Q� .HQWXFN\�� KRZHYHU�� LQ�
DGHTXDWH�SK\VLFDO� LQIUDVWUXFWXUH� FRQWLQXHV� WR� IUXVWUDWH� GHYHORSPHQW� LQ� D
QXPEHU�RI�UHJLRQV�WKDW�UHPDLQ�UHODWLYHO\�LQDFFHVVLEOH�DQG�SRRUO\�HTXLSSHG
WR� DFFRPPRGDWH� LQFUHDVHG� GHPDQGV� RQ� DOUHDG\� VWUDLQHG� SXEOLF� ZDWHU�
VROLG�ZDVWH�DQG�ZDVWHZDWHU�WUHDWPHQW�V\VWHPV��(OHFWURQLF�FRPPXQLFDWLRQV
LQIUDVWUXFWXUH�UHSUHVHQWV�\HW�DQRWKHU�JDS�WKDW�PXVW�EH�FORVHG�

1�63,7(�2)�7+(�'(37+�$1'�%5($'7+�2)�585$/�1(('6�DQG�WKH
H[SUHVVHG� FRPPLWPHQW� RI� SROLWLFDO� OHDGHUV� WR� PHHWLQJ� WKHP�� JRYHUQ�
PHQW� DW� HYHU\� OHYHO� IDFHV� D� OLNHO\� IXWXUH� RI� OLPLWHG� UHVRXUFHV�� 3XEOLF

SUHVVXUH�IRU�KLJKHU�OHYHOV�RI�DFFRXQWDELOLW\�DQG�IRU�H[SDQGHG�JRYHUQPHQW
VHUYLFH�LV�H[SHFWHG�WR�FRQWLQXH�ULVLQJ��'RLQJ�PRUH�ZLWK�OHVV��WKH�OHJDF\�RI
UXUDO� OLIH� DFURVV�JHQHUDWLRQV��QRZ� LQIRUPV� WKH�ZRUN�RI� JRYHUQPHQW� IURP
&DSLWRO� +LOO� WR� &LW\� +DOO�� &RQVHTXHQWO\�� EURDG� LQYHVWPHQW� LQ� VRFLDO� RU

,
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SK\VLFDO� LQIUDVWUXFWXUH� LV�XQOLNHO\�RQ� WKH� LPPHGLDWH�KRUL]RQ�� ,QVWHDG�� LQ�
YHVWPHQW�PD\�GHFOLQH��DV�JRYHUQPHQWV�UHVSRQG�WR� WKH�ULVLQJ�GHPDQG� IRU
PRUH�SURGXFWLYH�XVH�RI� OLPLWHG�SXEOLF�UHVRXUFHV�� WR�HOLPLQDWH�ZDVWH��DQG�
LQ�WKH�SURFHVV��WR�DFKLHYH�D�KLJKHU�TXDOLW\�RI�VHUYLFH�

7KH� EURDG� SXEOLF� FRPPLWPHQW� WKDW�PLJKW� OHYHUDJH� VXEVWDQWLDO� LQYHVW�
PHQW�LQ�UXUDO�FRPPXQLWLHV�LV�DOVR�DQ�XQOLNHO\�IXWXUH�RXWFRPH��0LVFRQFHS�
WLRQV�DERXW�TXDOLW\�RI�OLIH�LQ�UXUDO�$PHULFD�DUH�ZLGHO\�KHOG��%RQQHWW�������
&RUSRUDWLRQ� IRU� (QWHUSULVH� 'HYHORSPHQW� >&('@�� ������ DQG� RIWHQ� UHLQ�
IRUFHG�E\�SROLWLFDO�UKHWRULF��,W� LV�VHOGRP�SROLWLFDOO\�DGYDQWDJHRXV�WR�EULQJ
IRFXV�WR�WKH�GLVSURSRUWLRQDWH�SRYHUW\��MREOHVVQHVV�DQG�JHQHUDO�GHFOLQH�WKDW
PXFK� RI� UXUDO�$PHULFD� KDV� H[SHULHQFHG�� SDUWLFXODUO\� LQ� DQ� HUD�ZKHQ� UH�
VRXUFHV� WKDW�PLJKW� OHYHUDJH� FKDQJH� DUH� OLPLWHG�� 1RW� VXUSULVLQJO\�� PDQ\
$PHULFDQV�FRQWLQXH�WR�SHUFHLYH�WKH�UXUDO�SODFHV�RI�RXU�QDWLRQ�DV�KRPH�WR
HQYLDEOH�ZHDOWK��$������5RSHU�SROO��IRU�H[DPSOH��IRXQG�WKDW�PRVW�$PHUL�
FDQV� YLHZ� UXUDO� $PHULFD� DV� ´KDYLQJ� DQ� HPEDUUDVVPHQW� RI� ULFKHV�� QRW
SUREOHPVµ��%RQQHWW��

$QG��DV�WKH�DXWKRUV�RI�5HWKLQNLQJ�5XUDO�'HYHORSPHQW�QRWH��SXEOLF�LQWHUHVW
DQG� SROLWLFDO� ZLOO� DUH� EHLQJ� VWURQJO\� LQIOXHQFHG� E\� WKH� SHUVLVWHQW� QRWLRQ
WKDW� UXUDO� GHFOLQH� LV� PHUHO\� D� SKDVH� �&('�� ������� ´$� VKRUW�OLYHG� ¶5XUDO
5HQDLVVDQFH·�LQ�WKH�ODWH�����V�DQG�HDUO\�����V��� �� ��SHUKDSV�UHLQIRUFHG�WKLV
OLQJHULQJ�SHUFHSWLRQ�WKDW�UXUDO�FRPPXQLWLHV�QHHG�RQO\�ZDLW�IRU�WKHLU�WXUQ
WR�FRPH�DJDLQ��%XW��LQ�UHDOLW\��WKH�UHFHQW�VKRFNV�WR�DQ�LQFUHDVLQJO\�LQGXVWUL�
DOL]HG� UXUDO� HFRQRP\� DUH� VWUXFWXUDO�� QRW� F\FOLFDO�� LQ� QDWXUHµ� �&('�� ���� ,Q
VSLWH�RI�WKH�SRSXODWLRQ�UHERXQG�WKDW�DSSHDUV�WR�EH�RFFXUULQJ�QDWLRQDOO\�LQ
UXUDO� FRXQWLHV�� VWUXFWXUDO� FKDQJH�ZLOO� FRQWLQXH� WR�SURIRXQGO\� DIIHFW� UXUDO
FRPPXQLWLHV�

+( 21(�&(57$,17<�:+,&+� /,(6� 21� 7+(� ,00(',$7(� $1'
)25(6(($%/(� +25,=21� ,6� &+$1*(�� :KHWKHU� ZH� YLHZ� LW
IURP� D� KLJK�ULVH� DSDUWPHQW� LQ� D� WHHPLQJ� FLW\� RU� IURP� D� IURQW

SRUFK����PLOHV�IURP�WKH�QHDUHVW�QHLJKERU��UHYROXWLRQDU\�FKDQJH�OLHV�RQ�WKH
KRUL]RQ�� ,W�ZLOO�SHUVLVW� WKURXJKRXW� WKH� UHVW� RI� RXU� OLYHV� DQG� LQWR� WKH� ��VW
&HQWXU\�ZH�DUH�FDSDEOH�RI�LPDJLQLQJ�

*OREDOL]DWLRQ� LV�ZHDYLQJ�DQ� LQWULFDWH�ZHE�RI�VRFLDO�DQG�HFRQRPLF� UHOD�
WLRQVKLSV� WKDW� ZLOO� FRQWLQXH� WR� DIIHFW� RXU� OLYHV�� $OUHDG\�� WKH� IRUFH� RI
ZRUOGZLGH� FRPSHWLWLRQ� KDV� H[HUWHG�SRZHUIXO� LQIOXHQFHV� RQ� RXU� H[SHFWD�
WLRQV�RI�WKH�PDUNHWSODFH�DQG�WKH�ZRUNSODFH��,W�LV�EHLQJ�SURSHOOHG�E\�LQIRU�
PDWLRQ� WHFKQRORJ\�WKDW� LV�XQGHUJRLQJ�QHDUO\�FRQVWDQW�FKDQJH�� UHGHILQLQJ
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WKH� ZD\� ZH� FRPPXQLFDWH�� ZRUN�� DQG� HQWHUWDLQ� RXUVHOYHV�� DQG� RSHQLQJ
GRRUV�WR�LGHDV��LQQRYDWLRQV�DQG�NQRZOHGJH�SUHYLRXVO\�XQDYDLODEOH�WR�XV�

,Q�RUGHU�WR�DGDSW�WR�WKHVH�GDXQWLQJ�FKDQJHV��LQVWLWXWLRQV�DUH�XQGHUJRLQJ
RUJDQL]DWLRQDO�FKDQJH�WKDW��ZKLOH�H[DFWLQJ�D�SDLQIXO�WROO��SURPLVHV�WR�EULQJ
XQSUHFHGHQWHG�GHPRFUDF\�WR�D�UDQJH�RI�SURFHVVHV��LQ�DQG�RXW�RI�WKH�ZRUN�
SODFH��7KH�PLVVLRQ�DQG� WKH�FRQGXFW�RI�JRYHUQPHQW�DUH�FKDQJLQJ�DV�ZHOO�
3ROLF\PDNHUV� DUH� ORRNLQJ� WR� WKH� QHZ�ZRUOG�PDUNHW� IRU� RSSRUWXQLWLHV� WR
H[SDQG�SURVSHULW\��DV�WKH\�ORRN�LQZDUG�WR�GLVFRYHU�DQG�FXOWLYDWH�QHZ��HQ�
KDQFHG� FDSDFLWLHV�� ,QFUHDVLQJO\�� WKHLU� VHDUFK� LV� LQIRUPHG� E\� DQ� XQGHU�
VWDQGLQJ� RI� WKH� UDGLDWLQJ� SRZHU� ZKLFK� HPDQDWHV� IURP� WKH� EURDG
HQJDJHPHQW�RI�LQGLYLGXDOV��HQWHUSULVHV��DQG�FRPPXQLWLHV�LQ�WKH�SXUVXLW�RI
FRPPRQ�JRDOV�

$V�GLVFRPIRUWLQJ�DV�WKHVH�FKDQJHV�DUH��WKH\�RIIHU�HQRUPRXV�RSSRUWXQLW\
IRU�WKRVH�ZKR�DUH�SUHSDUHG�WR�VHL]H�LW��$Q�HVVHQWLDO�SDUW�RI�GHYHORSLQJ�UX�
UDO�SHRSOH�DQG�SODFHV� LV�GHYHORSLQJ�WKH�FDSDFLW\� WKDW�ZLOO�HQDEOH� WKHP�WR
EHFRPH�PRUH�FRPIRUWDEOH�ZLWK�FKDQJH�DQG�PRUH�FDSDEOH�RI�PDQDJLQJ�LW�
$V�UXUDO�UHVHDUFKHU�.HQQHWK�/��'HDYHUV�REVHUYHV��´'LVWDQFH�DQG�WUDGLWLRQ
FDQQRW�EH�UHOLHG�XSRQ�WR�LQVXODWH�ORFDO�HFRQRPLHV�IURP�VWUXFWXUDO�FKDQJH�µ
,QVWHDG�� UXUDO� OHDGHUV� ´QHHG� WR� VHH� WKHLU� IXWXUH� GHYHORSPHQW� LQ� WHUPV� RI
EURDG�IRUFHV�RI�FKDQJH�LQ�WKH�PDUNHWSODFHµ��'HDYHUV������������7KH\�DUH�LQ�
HYLWDEOH�DQG�LQHVFDSDEOH�

,7,=(16� )520� $&5266� 7+(� &20021:($/7+� +$9(
(;35(66('�$�&/($5�9,6,21�2)� 7+(� )8785(� 7+(<�:$17
)25�$//�2)�.(178&.<���,W� LV�RQH�RI�D�VXVWDLQDEOH��SURVSHURXV�

HTXLWDEOH� HFRQRP\�� RI� HGXFDWHG�� HQJDJHG� FLWL]HQV�� RI� D� FOHDQ�� EHDXWLIXO�
HQMR\DEOH�HQYLURQPHQW��RI�VDIH��KHDOWK\�FRPPXQLWLHV��DQG�KRQHVW��SDUWLFL�
SDWRU\� JRYHUQPHQW� DW� DOO� OHYHOV�� ,Q� RUGHU� WR� UHDOL]H� WKLV� YLVLRQ��ZH�PXVW
JURZ� IDU�PRUH� FRPIRUWDEOH�ZLWK� FKDQJH��2XU�DELOLW\� WR� OHYHUDJH�SRVLWLYH
IXWXUH�RXWFRPHV�IRU�UXUDO�.HQWXFN\�ZLOO�GHSHQG�LQ�QR�VPDOO�SDUW�RQ�KRZ
VXFFHVVIXOO\�ZH�QHJRWLDWH� WKH� FHUWDLQ� FKDQJH�ZKLFK� OLHV� DKHDG��)DLOXUH� WR
VHL]H�WKH�RSSRUWXQLWLHV�FRXOG�FRQWLQXH�WR�PDUJLQDOL]H�WKH�FRPPXQLWLHV�RI
UXUDO�.HQWXFN\�LQWR�WKH�FRPLQJ�PLOOHQQLXP�

                                                          
��7KH�FLWL]HQ�YLVLRQ�IRU�WKH�SUHIHUUHG�IXWXUH�RI�WKH�VWDWH�HPHUJHG�IURP�D�VHULHV�RI�WRZQ�PHHWLQJV�KHOG�E\�WKH
/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU�LQ�WKH�)DOO�RI������

&
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6WDWH�+LVWRULDQ�-DPHV�&��.ORWWHU�VXJJHVWV�RXU�UHOXFWDQFH� WR�FKDQJH�ILJ�
XUHG�SURPLQHQWO\� LQ� UHWDUGLQJ�.HQWXFN\·V�GHYHORSPHQW�DQG�GLPLQLVKLQJ
WKH� VWDWH·V� VWDWXV� WKURXJKRXW� PXFK� RI� WKH� ��WK� &HQWXU\�� .HQWXFN\·V� UH�
JLRQDO�DQG�QDWLRQDO�SRVLWLRQ�HVVHQWLDOO\�GHYROYHG�IURP�RQH�RI�SURPLQHQFH
DW�WKH�WXUQ�RI�WKH�FHQWXU\�WR�RQH�RI�GHFOLQH��DV�PHDVXUHG�E\�D�QXPEHU�RI
VRFLDO�DQG�HFRQRPLF�LQGLFDWRUV��:KLOH�RXU�UHVLVWDQFH�WR�FKDQJH�KHOSHG�SUH�
VHUYH�HQYLDEOH�TXDOLWLHV�WKDW�DUH�ZLGHO\�UHFRJQL]HG�DV�VWUHQJWKV��SHUVLVWHQW
SRYHUW\�DQG�GLPLQLVKHG�HFRQRPLF�SURVSHFWV�DOVR�QXPEHU�DPRQJ�LWV�PDQ\
OHJDFLHV��,QWHUHVWLQJO\��UHVSRQGHQWV�WR�DQ�$SULO������VXUYH\�RI�.HQWXFNLDQV
HQJDJHG� LQ� WKH�ZRUN�RU� VWXG\�RI� UXUDO�GHYHORSPHQW� RIWHQ� FLWH� WKLV� VDPH
JHQHUDO� UHOXFWDQFH� WR
FKDQJH�DV�D�NH\�REVWDFOH�WR
GHYHORSPHQW�

$WWHPSWV� WR� XQGHUVWDQG
DQG�RYHUFRPH�UHVLVWDQFH� WR
FKDQJH�DUH�QRW�QHZ�� ,Q� WKH
ZDNH� RI�:RUOG�:DU� ,,�� WKH
&RPPLWWHH� IRU� .HQWXFN\
ZDV�IRUPHG�WR�HGXFDWH�FLWL�
]HQV�DERXW�SROLFLHV�FULWLFDO�WR�WKH�VWDWH·V�GHYHORSPHQW��,Q�D�VHULHV�RI�UHSRUWV
RQ�LVVXHV�RI�YLWDO� LQWHUHVW� WR�WKH�VWDWH�� WKH�&RPPLWWHH�H[KRUWHG�FLWL]HQV�WR
EHFRPH�DFWLYHO\�LQYROYHG�LQ�VROYLQJ�VWDWH�SUREOHPV��.OHEHU��������� ,W�DOVR
GHOYHG� LQWR� WKH� URRW� FDXVHV� RI� WKH� VWDWH·V� HFRQRPLF� GHFOLQH��0DQ\� RI� WKH
FDXVHV�QRWHG�KDOI�D�FHQWXU\�DJR�FRQWLQXH�WR�IUXVWUDWH�GHYHORSPHQW�WRGD\�
GHSHQGHQFH�RQ�H[WUDFWLYH�UDWKHU� WKDQ�YDOXH�DGGHG� LQGXVWULHV�� VORZ�SURJ�
UHVV�LQ�FRPPXQLFDWLRQV��DQG�JHRJUDSKLF�GLYHUVLW\�WKDW�FRPSOLFDWHV�DJUHH�
PHQW�RQ�IXQGDPHQWDO�SROLFLHV�DQG�JRDOV��7KH�&RPPLWWHH�IRU�.HQWXFN\�DOVR
REVHUYHG� WKDW� WKH� VWDWH·V�GLPLQLVKHG� VWDWXV�ZDV� DWWULEXWDEOH� WR� D�KLVWRU\�
RULHQWHG��UDWKHU�WKDQ�D�IXWXUH�RULHQWHG�RXWORRN��6FKDFWHU��������

:KLOH� RXU� KLVWRU\�RULHQWHG� IRFXV� KDV� KHOSHG� SUHVHUYH� IXQGDPHQWDO
VWUHQJWKV��UDSLG�FKDQJH�DQG�WKH�SRWHQWLDOO\�VHYHUH�HFRQRPLF�FRQVHTXHQFHV
RI�UHVLVWLQJ�LW�FRPSHO�XV�WR�SODQ�DQG�DFW�ZLWK�WKH�IXWXUH�LQ�PLQG��&OHDUO\�
WKH�FKDOOHQJH�RI�UHDOL]LQJ�WKH�IXOO�SRWHQWLDO�RI�.HQWXFN\·V�FRPPXQLWLHV�DQG
SHRSOH³UXUDO�RU�XUEDQ³LV�IDU�PRUH�FRPSOLFDWHG�DQG�GLIILFXOW�WKDQ�LQ�WKH
����V�ZKHQ�WKH�&RPPLWWHH�IRU�.HQWXFN\�VRXJKW�WR�IRUJH�D�IXWXUH�RULHQWHG
RXWORRN��%\�H[SDQGLQJ�RXU�XQGHUVWDQGLQJ�RI�FKDQJH��ZH�FDQ�VHL]H�PRUH�RI
WKH�RSSRUWXQLWLHV� LW� LV�FHUWDLQ�WR�\LHOG��$W�WKH�VDPH�WLPH��ZH�FDQ�DFW��SHU�
KDSV�PRUH�HIIHFWLYHO\�WKDQ�HYHU�EHIRUH��WR�SUHVHUYH�DQG�HYHQ�HOHYDWH�WKRVH

:KLOH�RXU�UHVLVWDQFH�WR�FKDQJH
KHOSHG�SUHVHUYH�HQYLDEOH�TXDOLWLHV
WKDW�DUH�ZLGHO\�UHFRJQL]HG�DV
VWUHQJWKV��SHUVLVWHQW�SRYHUW\�DQG
GLPLQLVKHG�HFRQRPLF�SURVSHFWV
DOVR�QXPEHU�DPRQJ�LWV�OHJDFLHV�
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TXDOLWLHV�ZKLFK�PDNH� UXUDO� SODFHV� WKURXJKRXW� .HQWXFN\� DWWUDFWLYH�� FRP�
SHOOLQJ�DQG�UHVWRUDWLYH�

+,6� 5(3257� %(*,16� :,7+� $1� (;$0,1$7,21� 2)� 35(6(17
&,5&8067$1&(6�,1�585$/�.(178&.<��LQFOXGLQJ�WKH�GLVSDUL�
WLHV�EHWZHHQ�UXUDO�DQG�XUEDQ�FRPPXQLWLHV�DQG�WKH�GLPLQLVKLQJ�UH�

WXUQV�RI�WKH�HFRQRPLF�EDVHV�WKDW�RQFH�VXVWDLQHG�UXUDO�HFRQRPLHV��)URP�RXU
FRQVLGHUDWLRQ�RI�VRPH�RI� WKH�G\QDPLFV�RI� WKLV�UXUDO�SODFH��RXU�GLVFXVVLRQ
PRYHV�RXWZDUG�WR�WKH�ODUJHU�FRQWH[W�RI�VWUXFWXUDO�HFRQRPLF�FKDQJH��ZKLFK
ZLOO� H[HUW� D�SURIRXQG� LQIOXHQFH�RQ� WKH� OLYHV� DQG� OLYHOLKRRGV�RI� UXUDO� FLWL�
]HQV�LQ�WKH�\HDUV�DKHDG�

)URP�D�GLVFXVVLRQ�RI�WUHQGV�WKDW�DUH�H[HUWLQJ�DQ�RYHUDUFKLQJ�LQIOXHQFH�
WKLV�UHSRUW�WXUQV�WR�WKH�ZRUN�RI�GHYHORSPHQW�LQ�WKH�FRQWH[W�RI�D�G\QDPLF
JOREDO�PDUNHWSODFH��ZKHUH� LW� LV� LQFUHDVLQJO\� LPSRUWDQW� WKDW�ZH�PRYH�EH�
\RQG�ZKDW�3HWHU�(LVLQJHU�WHUPV�D�´TXDQWLWDWLYHµ�MREV�FUHDWLRQ�DSSURDFK�WR
GHYHORSPHQW��WR�WKH�FULWLFDO�ZRUN�RI�EXLOGLQJ�WKH�FDSDFLW\�RI�SHRSOH��FRP�
PXQLWLHV�DQG� ILUPV��6WUDWHJLHV� IRU�HOHYDWLQJ� WKH� FDSDELOLWLHV�RI� UXUDO� FRP�
PXQLWLHV�WKURXJK�ORFDO�GHYHORSPHQW�LQLWLDWLYHV�DUH�GLVFXVVHG�LQ�WKLV�UHSRUW
ZKLOH�D�FRPSDQLRQ�UHSRUW��)DUPV��)DFWRULHV�DQG�)UHH�7UDGH�H[DPLQHV�ZD\V�RI
HOHYDWLQJ�WKH�FDSDELOLWLHV�RI�UXUDO�HQWHUSULVHV��:H�DOVR�SUHVHQW�WKH�UHVXOWV�RI
DQ�LQIRUPDO�VXUYH\�RI�.HQWXFNLDQV�ZKR�DUH�DFWLYHO\�HQJDJHG�LQ�WKH�ZRUN
RU�VWXG\�RI�UXUDO�GHYHORSPHQW�DQG�D�FDVH�VWXG\�RI�7XSHOR��0LVVLVVLSSL��D
QDWLRQDOO\�DFFODLPHG�UXUDO�GHYHORSPHQW�VXFFHVV�

7KH� UHSRUW� FRQFOXGHV�ZLWK� UHFRPPHQGDWLRQV� RQ� UHVWUXFWXULQJ� RXU� DS�
SURDFK�WR�UXUDO�GHYHORSPHQW�DQG�FXOWLYDWLQJ�D�PRUH�HIIHFWLYH�SXEOLF�VHFWRU
UROH�

7
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7KLV�5XUDO�3ODFH
+,/(� $1� ,1&5($6,1*/<� 85%$1,=('� 75,$1*/(� )2506
,76�+($57��.HQWXFN\�UHPDLQV�SUHGRPLQDQWO\� UXUDO� LQ� LWV� FKDU�
DFWHU� DQG� LGHQWLW\�� )URP� WKH� OXVK� IRUHVWV� RI� WKH� $SSDODFKLDQ

0RXQWDLQV��WR�WKH�JHQWO\�UROOLQJ�IDUPODQGV�WKDW�OLH�WR�WKH�ZHVW��WR�WKH�HOH�
JDQW�DQG�ULFKO\�KLVWRULF�VPDOO�WRZQV�WKDW�JUDFH�LWV�ODQGVFDSH��WKH�VRODFH�RI
RSHQ�VSDFH�DQG�QDWXUDO�EHDXW\�DUH�DOZD\V�ZLWKLQ�HDV\� UHDFK��7KH�VLPSOH
HOHJDQFH�RI�UXUDO�.HQWXFN\�LV�D�FRQVWDQW�LQVSLUDWLRQ��EXW�LW� LV�W\SLFDOO\�DF�
FRPSDQLHG� E\� GLVWXUELQJ� DQG� DW� WLPHV� VHHPLQJO\� LQWUDFWDEOH� LQHTXLWLHV�
&ULWLFDO� UHVRXUFHV³KXPDQ�DQG�HFRQRPLF³DUH�GLPLQLVKHG��DQG�D� UDSLGO\
FKDQJLQJ� JOREDO� FRQWH[W� SRVHV� QHZ� WKUHDWV� WR� IUDJLOH� DQG� IUD\LQJ� UXUDO
HFRQRPLHV��HYHQ�DV�QHZ�ZRUOGV�RI�RSSRUWXQLW\�XQIROG�

'HPRJUDSKLF�)OX[

7RGD\��RQO\����RI�.HQWXFN\·V�����FRXQWLHV�DUH�GHVLJQDWHG�DV�PHWURSROL�
WDQ��D�IHGHUDO�FODVVLILFDWLRQ�WKDW�RIWHQ�KDV�PRUH�WR�GR�ZLWK�FRPPXWLQJ�SDW�
WHUQV� WKDQ� GD\�WR�GD\� FLUFXPVWDQFHV� RI� OLIH�� 0DQ\� RI� WKH� VWDWH·V
PHWURSROLWDQ� FRXQWLHV� DUH� SUHGRPLQDQWO\� UXUDO� LQ� FKDUDFWHU� ZKLOH� VRPH
QRQ�PHWURSROLWDQ�FRXQWLHV�DUH�KRPH�WR�G\QDPLF�JURZWK�FHQWHUV�WKDW�KDYH
DVVXPHG�PDQ\� RI� WKH� FKDUDFWHULVWLFV� QRUPDOO\� DVVRFLDWHG�ZLWK� XUEDQL]D�
WLRQ��2XWVLGH�RI�D�KDQGIXO�RI�GLVWLQFWO\�XUEDQL]HG�FRXQWLHV��VRPH�RI�ZKLFK
KDYH� ODUJH� UXUDO� DUHDV�� .HQWXFN\� LV� RWKHUZLVH� DQ� HVVHQWLDOO\� UXUDO� VWDWH�
1HYHUWKHOHVV��DOPRVW�KDOI�RI�DOO�.HQWXFNLDQV�UHVLGH� LQ�PHWURSROLWDQ�FRXQ�
WLHV��DFFRUGLQJ�WR������SRSXODWLRQ�HVWLPDWHV�IURP�WKH�6WDWH�'DWD�&HQWHU��,Q
VSLWH�RI�DQ�DEXQGDQFH�RI�VSDFH��.HQWXFNLDQV�DUH�FOXVWHUHG�LQ�LWV�IHZ�XUEDQ
SODFHV��D�PRYHPHQW�ZKLFK�PLUURUV�UHFHQW�JOREDO�WUHQGV�

:
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'XULQJ�DOO�EXW� WZR�GHFDGHV�RI� WKLV� FHQWXU\��.HQWXFN\�KDV�H[SHULHQFHG
QHW�RXW�PLJUDWLRQ��PRUH�SHRSOH�KDYH�PRYHG�RXW�RI� WKH�VWDWH� WKDQ� LQWR� LW�
7KLV�SRSXODWLRQ�GUDLQ�KDV�KDG�D�IDU�PRUH�DFXWH�LPSDFW�RQ�UXUDO�DUHDV�RI�WKH
VWDWH�� 2YHU� WKH� PRVW� UHFHQW� ���������� GHFDGH�� IRU� H[DPSOH�� PRVW� UXUDO
FRXQWLHV� H[SHULHQFHG� SRSXODWLRQ� ORVVHV�� VRPH� DFWXDOO\� H[SHULHQFHG� GH�
SRSXODWLRQ� DV� GHDWKV� H[FHHGHG� ELUWKV�� D� FLUFXPVWDQFH� WKDW� LV� QRZ� PRUH
FRPPRQ� QDWLRQDOO\� WKDQ� DW� DQ\� WLPH� LQ� 8�6�� KLVWRU\� �-RKQVRQ� 	� %HDOH�
������

3RSXODWLRQ�HVWLPDWHV�IRU�WKH�HDUO\�����V��KRZHYHU��VXJJHVW�WKDW�WKH�VWDWH
DV�D�ZKROH�LV�H[SHULHQFLQJ�UHODWLYHO\�GLIIXVH�SRSXODWLRQ�JURZWK��ZLWK�VRPH
QRQ�PHWURSROLWDQ� JURZWK� FHQWHUV�� VXFK� DV� 'DYLHVV�� /DXUHO�� 0RUJDQ�� DQG
3XODVNL� FRXQWLHV�� H[SHULHQFLQJ� IDLUO\� UREXVW� JURZWK�� $� UHFHQW� QDWLRQDO
DQDO\VLV�RI�FRXQW\�OHYHO�GDWD�VXJJHVWV�WKDW�PRVW�RI�WKH�JURZWK�QRZ�RFFXU�
ULQJ�LQ�QRQ�PHWURSROLWDQ�FRXQWLHV�LV�DWWULEXWDEOH�WR�QHW�LQ�PLJUDWLRQ��UDWKHU
WKDQ� QDWXUDO� SRSXODWLRQ� JDLQV� �-RKQVRQ�	�%HDOH�� ������� ,Q�.HQWXFN\�� WKH
UXUDO�XUEDQ� EDODQFH� KDV� DFWXDOO\� VKLIWHG� VOLJKWO\�� PRUH� .HQWXFNLDQV� ���
SHUFHQW��QRZ�UHVLGH�LQ�QRQ�PHWURSROLWDQ�FRXQWLHV�RI�WKH�VWDWH�WKDQ�LQ������
,Q����������SHUFHQW�RI�WKH�VWDWH·V�SRSXODWLRQ�UHVLGHG�LQ�PHWURSROLWDQ�FRXQ�
WLHV�

:KHWKHU�WKH�EOXVK�RI�SRSXODWLRQ�JURZWK�UXUDO�.HQWXFN\�LV�H[SHULHQFLQJ
LV� WLHG� WR� VXVWDLQHG�GHYHORSPHQW� WKDW�ZLOO� SHUVLVW� DQG�GHI\� WKH� LQIRUPHG
SUHGLFWLRQV�RI�GHPRJUDSKHUV� LV�\HW� WR�EH� VHHQ��$JJUHJDWH�DQDO\VLV�RI�QD�
WLRQDO�WUHQGV��KRZHYHU��VKRZV�WKDW�UXUDO�ELUWK�UDWHV�FRQWLQXH�WR�GHFOLQH�DV
XUEDQ�ELUWK�UDWHV�ULVH��D�FLUFXPVWDQFH�WKDW�GRHV�QRW�ERGH�ZHOO�IRU�ORQJ�WHUP
SRSXODWLRQ� JURZWK�� 7KLV� WUHQG� UHIOHFWV� D� FRQWLQXHG� ODFN� RI� FRQILGHQFH� LQ
UXUDO� HFRQRPLHV�� DV�ZHOO� DV� WKH� LQFUHDVHG� SUHVHQFH� RI� ROGHU�� UHWLUHG� SHU�
VRQV��ZKR�DUH�EULQJLQJ�PXFK�QHHGHG�LQFRPH�WR�PDQ\�UXUDO�DUHDV��1DWLRQ�
DOO\�� WKH� ´UXUDO� UHERXQGµ� QRZ� XQGHUZD\� LV� EHLQJ� DWWULEXWHG� WR� WKH� LQ�
PLJUDWLRQ� RI� UHWLUHHV� DWWUDFWHG� E\� UHFUHDWLRQDO� DPHQLWLHV� DQG� FRPPXWHUV
ZKR�ZRUN�LQ�RXWO\LQJ�PHWURSROLWDQ�FRXQWLHV��-RKQVRQ�DQG�%HDOH��������

,PSRUWDQWO\�� DV� 8QLYHUVLW\� RI� .HQWXFN\� 3URIHVVRU� /RUUDLQH� *DUNRYLFK
REVHUYHV��SRSXODWLRQ�JURZWK�LQ�QRQ�PHWURSROLWDQ�FRXQWLHV�LV�QRW�QHFHVVDU�
LO\�LQGLFDWLYH�RI�HFRQRPLF�JURZWK��,Q�IDFW��PDQ\�RI�WKH�FRPPXWHUV�ZKR�DUH
QRZ�HVWDEOLVKLQJ�UHVLGHQFH�LQ�UXUDO�DUHDV�PD\�RSSRVH�HFRQRPLF�GHYHORS�
PHQW�ZKLFK�FRXOG�XQGHUPLQH�WKH�OLIHVW\OH�WKH\�VRXJKW�

$QG�� LQ� VSLWH� RI� UXUDO� SRSXODWLRQ� JDLQV�� ����� SHUFHQW� RI� WKH� HVWLPDWHG
SRSXODWLRQ� JURZWK� LQ�.HQWXFN\� EHWZHHQ� ����� DQG� ����� RFFXUUHG� LQ� ILYH
PHWURSROLWDQ�FRXQWLHV��%RRQH��%XOOLWW��)D\HWWH��-HIIHUVRQ��DQG�2OGKDP��$V�D
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FRQVHTXHQFH��WKH�HFRQRPLF�JDLQV�DVVRFLDWHG�ZLWK�SRSXODWLRQ�JURZWK�PD\
UHPDLQ� FRQFHQWUDWHG� LQ� WKH� WULDQJOH� IRUPHG� E\� WKH� &LQFLQQDWL�1RUWKHUQ
.HQWXFN\�PHWURSROLWDQ�VWDWLVWLFDO�DUHD��06$��DQG�WKH�/RXLVYLOOH�DQG�/H[�
LQJWRQ�06$V��+RZHYHU��DOO�EXW����RI�.HQWXFN\·V�����FRXQWLHV�H[SHULHQFHG
QHW� SRSXODWLRQ� JDLQ� EHWZHHQ� ����� DQG� ������PLUURULQJ� DQ� HPHUJLQJ� QD�
WLRQDO�WUHQG��-RKQVRQ�DQG�%HDOH��������

5XUDO�8UEDQ�'LVSDULWLHV

,Q�VSLWH�RI�HYLGHQFH�RI�UHFHQW�SRSXODWLRQ�JURZWK��UXUDO�FRPPXQLWLHV�DQG
SHRSOH�DFURVV�.HQWXFN\� VKRXOGHU� D� OHJDF\�RI� HFRQRPLF� DQG� VRFLDO�GLVDG�
YDQWDJH� WKDW� LV� ERWK� VHOI�OLPLWLQJ� DQG� VHOI�SHUSHWXDWLQJ�� ,Q� VRPH� UHJLRQV�
QHHG�LV�DFXWH��(OOHU���������$V�LOOXVWUDWHG�LQ�7DEOH���DQG�LQ�PDSV�ZKLFK�DS�
SHDU� DV�$SSHQGLFHV�$� WKURXJK� )� RI� WKLV� UHSRUW�� WKH� HFRQRPLF� DQG� VRFLDO
GLVSDULWLHV� EHWZHHQ� UXUDO� DQG� XUEDQ� UHVLGHQWV� RI� .HQWXFN\� DUH� SUR�
QRXQFHG�

:KLOH�SRSXODWLRQ�GULIWHG�DZD\�IURP�UXUDO�DUHDV�RI� WKH�VWDWH� IURP�����
WR� ������ RQ� DYHUDJH�� PHWURSROLWDQ� DUHDV� H[SHULHQFHG� PRGHVW� QHW� JDLQV�
$PRQJ�WKRVH�ZKR�PDNH
UXUDO�DUHDV�WKHLU�KRPH�LQ
.HQWXFN\��SRYHUW\� LV� IDU
PRUH� SHUYDVLYH� DQG
PRUH� OLNHO\� WR� DIIHFW� WKH
PRVW� YXOQHUDEOH� FLWL]HQV
RI� RXU� VWDWH³FKLOGUHQ
DQG� WKH� HOGHUO\�� ,Q� WKH
DEVHQFH� RI� IRFXVHG� LQ�
WHUYHQWLRQ�� KLJK� UDWHV� RI
FKLOG� SRYHUW\� SRUWHQG� D
SDUWLFXODUO\�EOHDN�RXWORRN�IRU�WKH�IXWXUH��LQFUHDVLQJ�WKH�OLNHOLKRRG�WKDW�LQ�
WHU�JHQHUDWLRQDO�F\FOHV�RI�LPSRYHULVKPHQW�ZLOO�FRQWLQXH�XQLQWHUUXSWHG�

7KH�WRROV�ZKLFK�HQDEOH�HVFDSH�IURP�SRYHUW\�KDYH�KLVWRULFDOO\�SURSHOOHG
SHRSOH�DZD\� IURP� UXUDO� UHJLRQV��7\SLFDOO\�� \RXQJHU��PRUH� HGXFDWHG� FLWL�
]HQV� OHDYH� UXUDO� DUHDV� LQ� VHDUFK� RI� JUHDWHU� RSSRUWXQLW\�� VKLIWLQJ� FULWLFDO
KXPDQ�FDSLWDO�WR�XUEDQ�DUHDV��7KXV��PXFK�RI�WKH�KXPDQ�FDSLWDO�SURGXFWV
RI� ORFDO� LQYHVWPHQW� LQ�HGXFDWLRQ�DUH� ORVW� WR� WKH�FRPPXQLW\�� ,QVWHDG�� WKH\
EHQHILW�WKRVH�FRPPXQLWLHV�ZKLFK�UHFHLYH�UXUDO�PLJUDQWV��$V�D�UHVXOW��LQFHQ�

TABLE 1
Disparities Between

Metropolitan and Rural Kentucky Counties, 1990
(Unweighted Averages)

Variable Metropolitan Rural
Net Population Change (1985-1990) +2.7% -0.9%
Persons Living in Poverty 14.6% 25.2%
Persons Age 65+ Living in Poverty 18.0% 27.9%
Children (age 0-17)
Living in Poverty

19.1% 30.5%

High School Graduation Rate 68.5% 54.1%
Labor Force Participation Rate 63.5% 55.4%
Per Capita Personal Income $18,789 $13,557
Source: LTPRC analysis of U.S. Census data, 1995.
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WLYHV�IRU�SXEOLF�LQYHVWPHQW�DUH�EOXQWHG��DJDLQ��XQGHUVFRULQJ�WKH�QHHG�IRU�D
FRRUGLQDWHG�DSSURDFK� WKDW� FUHDWHV� RSSRUWXQLWLHV� DQG� HOHYDWHV� WKH�TXDOLW\
DQG�TXDQWLW\�RI�HGXFDWLRQ�

+HQFH�� WKH� HGXFDWLRQDO� SURILOH� RI� .HQWXFN\·V� UXUDO� FRPPXQLWLHV� FRP�
SDUHV�SRRUO\�ZLWK�PHWURSROLWDQ�DUHDV�WKRXJK�VXEVWDQWLDO�SRUWLRQV�RI�XUEDQ
KXPDQ�FDSLWDO�ZHUH�QXUWXUHG� LQ� UXUDO�SODFHV��%HFDXVH�HGXFDWLRQDO�DWWDLQ�
PHQW�LV�D�SUHGLFWRU�RI�ERWK�HDUQLQJV�DQG�ODERU�IRUFH�SDUWLFLSDWLRQ��WKH�VLJ�
QLILFDQW� SURSRUWLRQ� RI� UXUDO� .HQWXFN\� DGXOWV�ZKR� GR� QRW� SRVVHVV� D� KLJK
VFKRRO�GLSORPD�DGYHUVHO\�DIIHFWV�WKH�SURGXFWLYLW\��ZHDOWK�DQG�IXWXUH�SURV�
SHFWV� RI� WKH� SODFHV�ZKHUH� WKH\� OLYH�� ,W� DOVR� XQGHUVFRUHV� WKH� QHHG� WR� FRQ�
WLQXH� D� VWURQJ� HPSKDVLV� RQ� EXLOGLQJ� WKH� FDSDFLW\� RI� UXUDO� FRPPXQLWLHV
WKURXJK� VXVWDLQHG� LQYHVWPHQW� LQ� HGXFDWLRQ�� ZRUNIRUFH� WUDLQLQJ�� DQG� WKH
GHYHORSPHQW�RI�TXDOLW\�LQVWLWXWLRQV�WR�VXSSRUW�WKHVH�FULWLFDO�HQGHDYRUV�

(FRQRPLF�5HDOLJQPHQW

$V�.HQQHWK�/��'HDYHUV�VXJJHVWV��WKH�FKDOOHQJH�RI�UXUDO�GHYHORSPHQW�LV
RQH�RI�´OLQNLQJ�UHPRWH�UXUDO�DUHDV�PRUH�IXOO\�LQWR�WKH�QDWLRQDO�DQG�JOREDO
PDUNHWSODFH�VR� �� �� �� WKH\�FDQ�UHGXFH� WKHLU� FRQWLQXLQJ�GHSHQGHQFH�RQ�HFR�
QRPLF� VHFWRUV� WKDW� DUH� VWDJQDQW� RU� GHFOLQLQJ� LQ� HPSOR\PHQWµ� �'HDYHUV�
����������:H�KDYH�QRW�IXOO\�PHW�WKLV�FKDOOHQJH�LQ�UXUDO�.HQWXFN\��$V�VHFWRUV
RI�WKH�VWDWH·V�UXUDO�HFRQRPLHV�ZDQH�RU�IDFH�DOPRVW�FHUWDLQ�GHFOLQH�LQ�WHUPV
RI�WKHLU�FRQWULEXWLRQ�WR�HPSOR\PHQW�DQG�LQFRPH��WKH�LPSRUWDQFH�RI�VWUDWH�
JLHV�IRU�FKDQJH�ULVHV�

:KLOH�NH\� WR�.HQWXFN\·V�HFRQRP\�� IDUPLQJ� LV�QR� ORQJHU� WKH�UXUDO�HFR�
QRPLF�PDLQVWD\�LW�RQFH�ZDV��(YHQ�DV�JURVV�IDUPLQJ�UHFHLSWV�KDYH�ULVHQ�LQ
.HQWXFN\�� FXOWLYDWHG� IDUP� ODQG�� IDUP� HPSOR\PHQW� DQG� IDUP� SRSXODWLRQ
KDYH�GHFOLQHG�VWHDGLO\�RYHU� WKH�SDVW�KDOI� FHQWXU\��$JULFXOWXUH�� OLNH�PDQ\
HQWHUSULVHV�� LV� EHFRPLQJ� IDU� PRUH� FRQFHQWUDWHG� DQG� FDSLWDO� LQWHQVLYH�
SODFLQJ�.HQWXFN\·V�VPDOO�IDUPV�DW�D�VLQJXODU�GLVDGYDQWDJH�

2QO\�QLQH�.HQWXFN\�FRXQWLHV��DFFRUGLQJ�WR�WKH�8�6��'HSDUWPHQW�RI�$J�
ULFXOWXUH� �86'$��� DUH� IDUPLQJ�GHSHQGHQW� LQ� WKDW� IDUPLQJ� FRQWULEXWHG� ��
SHUFHQW� RU� PRUH� RI� WRWDO� ODERU� DQG� SURSULHWRU� LQFRPH� IURP� ����������
:KLOH� WKHUH� LV� HQRUPRXV� DQG� DV� \HW� XQUHDOL]HG� SRWHQWLDO� IRU� .HQWXFN\·V
DJULFXOWXUDO�SURGXFWV��$������.HQWXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQ�
WHU� UHSRUW�� )DUPV�� )DFWRULHV� DQG� )UHH� 7UDGH�� H[DPLQHV� WKH� OLNHO\� LPSDFW� RI
WUDGH� OLEHUDOL]DWLRQ� RQ� .HQWXFN\·V� IDUP� HFRQRP\� DQG� ZD\V� RI� UHDOL]LQJ
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JDLQV� IURP�JOREDOL]DWLRQ���� HYHQ� WKH�PRVW� VXFFHVVIXO� GHYHORSPHQW� RI� WKLV
SRUWLRQ�RI�RXU�HFRQRP\�ZLOO�QRW�E\�LWVHOI�VROYH�WKH�SUREOHPV�RI�UXUDO�FRP�
PXQLWLHV��0XFK�PRUH�ZLOO� EH� UHTXLUHG� WR� VXEVWDQWLDOO\� FKDQJH� UXUDO� FLU�
FXPVWDQFHV��,QGHHG��UXUDO�GHYHORSPHQW�H[SHUWV�REVHUYH�WKDW�IDUP�SROLF\�LV
QR� VXEVWLWXWH� IRU� D� FRPSUHKHQVLYH� UXUDO� GHYHORSPHQW� SROLF\� �%RQQHWW�
%URZQH�HW�DO���

6LPLODUO\��WKH�UROH�RI�WKH�FRDO�LQGXVWU\�LQ�WKH�VWDWH·V�UXUDO�HFRQRPLHV�KDV
GLPLQLVKHG��DQG��DV�D�FRQVHTXHQFH��VWUXFWXUDO�HFRQRPLF�UHDOLJQPHQW�LV�XQ�
GHUZD\� LQ�PDQ\�FRDO�SURGXFLQJ�FRXQWLHV�� ,Q������� FRDO� LQGXVWU\�HPSOR\�
PHQW� ���������GHFOLQHG� WR�������SUH�ERRP� OHYHOV� ����������'XULQJ� WKH� ILUVW
IRXU�PRQWKV�RI�������HPSOR\PHQW� OHYHOV�GHFOLQHG�WR�DQ�DYHUDJH�RI�������
SHU�PRQWK��1DWLRQDOO\��UHFHQW�UXUDO�SRSXODWLRQ�JDLQV�ZHUH�VORZHVW�LQ�FRDO
DQG�PLQLQJ�FRXQWLHV��-RKQVRQ�	�%HDOH��������
$� ����� &HQWHU� IRU� %XVLQHVV� DQG� (FRQRPLF� 5HVHDUFK� UHSRUW�� KRZHYHU�

VXJJHVWV�WKDW�WKH�IRUWXQHV�RI�3LNH�&RXQW\��WKH�VWDWH·V�ODUJHVW�FRDO�SURGXF�
LQJ�FRXQW\��KDYH�QRW�ULVHQ
DQG� IDOOHQ� ZLWK� LQGXVWU\
F\FOHV��,QVWHDG��WKH�LPSDFW
RI�WKH�FRDO� LQGXVWU\�ERRP
ZDV�IHOW�SULQFLSDOO\�ZLWKLQ
WKH�PLQLQJ�LQGXVWU\�LWVHOI�
DV� JURZWK� RXWVLGH� WKH
PLQLQJ�VHFWRU� ODJJHG�ZHOO
EHKLQG�WKDW�ZLWKLQ� WKH� LQ�
GXVWU\�� 6LPLODUO\�� WKH� UH�
SRUW·V� DXWKRUV� REVHUYH
WKDW� QRQ�PLQLQJ� VHFWRUV
KDYH�UHPDLQHG�´UHODWLYHO\
XQVFDWKHGµ� LQ� 3LNH
&RXQW\�LQ�WKH�ZDNH�RI�WKH
FRDO� EXVW�� VXJJHVWLQJ� WKDW
WKH�ZLGHO\�DQWLFLSDWHG�PXOWLSOLHU�HIIHFWV�RI�WKLV�LQGXVWU\��DQG�SRVVLEO\�RWK�
HUV��PD\�EH�PRGHVW�DW�EHVW��%ODFN��'DQLHO��6DQGHUV���������$W�WKH�VDPH�WLPH�
WKHVH�ILQGLQJV�VXJJHVW�WKDW�VRPH�SUHYLRXVO\�FRDO�GHSHQGHQW�UXUDO�FRXQWLHV
DUH�VXIILFLHQWO\�UHVLOLHQW�WR�ZHDWKHU�WKH�ORVV�RI�D�PDMRU�HPSOR\HU��/HVV�GL�
YHUVLILHG�FRXQWLHV��KRZHYHU��PD\�EH�PRUH�DGYHUVHO\�DIIHFWHG�
$V� WKH� SHUFHLYHG�PDLQVWD\V� RI� UXUDO� HFRQRPLHV� KDYH�ZDQHG��PDQXIDF�
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DQG�)UHH�7UDGH��DQG�VHUYLFHV�KDYH�SOD\HG�DQ�DVFHQGLQJ�HFRQRPLF�UROH�DFURVV
WKH�VWDWH�� ,Q�VRPH�UHJLRQV�� WKH�VWUXFWXUDO� UHDOLJQPHQW�QRZ�XQGHUZD\�KDV
UHGXFHG�WKH�QXPEHU�RI�KLJK�SD\LQJ�MREV��SDUWLFXODUO\�WKRVH�LQ�WKH�FRDO�LQ�
GXVWU\��DQG�UHSODFHG�WKHP�ZLWK�ORZHU�SD\LQJ�MREV��&RQVHTXHQWO\��WKH�HFR�
QRPLF� GLVDGYDQWDJH� WKDW� UXUDO� FRPPXQLWLHV� KDYH� KLVWRULFDOO\� IDFHG� LV
ZRUVHQLQJ�LQ�VRPH�UHJLRQV�
.HQWXFN\�FRQWLQXHV�WR�PDNH�VLJQLILFDQW�JDLQV� LQ�WKH�PDQXIDFWXULQJ�VHF�

WRU�� 5HFHQW� UHVHDUFK� ILQGV� WKDW� WKH� (DVW� 6RXWK�$WODQWLF� VWDWHV³.HQWXFN\�
0LVVLVVLSSL�� $ODEDPD� DQG� 7HQQHVVHH³HQMR\HG� WKH� KLJKHVW� UDWHV� RI� QHZ
PDQXIDFWXULQJ�LQYHVWPHQW�LQ�WKH�QDWLRQ�IURP������WR�������:KLOH�WKH�ORFD�
WLRQV�PRVW�OLNHO\�WR�JDLQ�WKHVH�QHZ�LQYHVWPHQWV�ZHUH�WKRVH�ZLWK�UHDG\�DF�

FHVV� WR� LQWHUVWDWH� KLJK�
ZD\V� DQG� ODUJH� DYDLODEOH
ODERU�SRROV��HYLGHQFHG�E\
KLJK� XQHPSOR\PHQW
UDWHV�� WKLV� IRXU�VWDWH� UH�
JLRQ� EHQHILWHG� IURP� VXE�
VWDQWLDO� QHZ� LQYHVWPHQW
������ORFDWLRQV�SHU�PLOOLRQ
SHRSOH��� +RZHYHU�� WKH
VWXG\·V� DXWKRUV� FRQFOXGH
WKDW� WKRVH� FRPPXQLWLHV

ZLWK�D�ORZ�SUREDELOLW\�RI�DWWUDFWLQJ�PDQXIDFWXULQJ�LQYHVWPHQW�GXH�WR�SRRU
DFFHVV� DQG� LQDGHTXDWH� VXSSOLHV� RI� ODERU� VKRXOG� DGRSW� DOWHUQDWLYHV� WR� LQ�
GXVWULDO�UHFUXLWPHQW��0F1DPDUD��.ULHVHO�DQG�5DLQH\��������
$V� WKH� SHUFHLYHG�PDLQVWD\V� RI� UXUDO� HFRQRPLHV� KDYH�ZDQHG��PDQXIDF�

WXULQJ��ZKLFK�LV�GLVFXVVHG�LQ�GHWDLO�LQ�D�FRPSDQLRQ�UHSRUW��)DUPV��)DFWRULHV
DQG�)UHH�7UDGH��DQG�VHUYLFHV�KDYH�SOD\HG�DQ�DVFHQGLQJ�HFRQRPLF�UROH�DFURVV
WKH�VWDWH�� ,Q�VRPH�UHJLRQV�� WKH�VWUXFWXUDO� UHDOLJQPHQW�QRZ�XQGHUZD\�KDV
UHGXFHG�WKH�QXPEHU�RI�KLJK�SD\LQJ�MREV��SDUWLFXODUO\�WKRVH�LQ�WKH�FRDO�LQ�
GXVWU\��DQG�UHSODFHG�WKHP�ZLWK�ORZHU�SD\LQJ�MREV��&RQVHTXHQWO\��WKH�HFR�
QRPLF� GLVDGYDQWDJH� WKDW� UXUDO� FRPPXQLWLHV� KDYH� KLVWRULFDOO\� IDFHG� LV
ZRUVHQLQJ�LQ�VRPH�UHJLRQV�

5HFHQW�UHVHDUFK�ILQGV�WKDW�WKH
(DVW�6RXWK�$WODQWLF�VWDWHV¦.HQ�
WXFN\��0LVVLVVLSSL��$ODEDPD�DQG
7HQQHVVHH¦HQMR\HG�WKH�KLJKHVW
UDWHV�RI�QHZ
PDQXIDFWXULQJ�LQYHVWPHQW�LQ�WKH
QDWLRQ�IURP������WR������
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3XEOLF�3HUVSHFWLYHV�RQ
2EVWDFOHV�WR�5XUDO�'HYHORSPHQW

.HQWXFNLDQV�ZLWK�D�VWURQJ�DQG�FRPSHOOLQJ�LQWHUHVW�LQ�UXUDO�GHYHORSPHQW�H[SUHVV
WKH�EHOLHI� WKDW� WKH�PRVW� IRUPLGDEOH�REVWDFOH� WR� GHYHORSPHQW� LV� GLPLQLVKHG� OHDGHU�
VKLS�FDSDFLW\��ZKLFK�PDQ\�EHOLHYH�FDQ�EH�DOOHYLDWHG�E\�EURDGHU�FLWL]HQ�HQJDJHPHQW
DQG�VHOI�GHWHUPLQDWLRQ��7KH�UHVXOWV�RI�DQ�LQIRUPDO�.HQWXFN\�/RQJ�7HUP�3ROLF\�5H�
VHDUFK�&HQWHU� VXUYH\��ZKLFK� DSSHDUV� DV� DQ�$SSHQGL[� WR� WKLV� UHSRUW�� VXJJHVW� WKDW
PDQ\� .HQWXFNLDQV� SHUFHLYH� WKH� RYHUDOO� TXDOLW\� RI� OHDGHUVKLS�� SXEOLF� DQG� SULYDWH�
DQG� JRYHUQDQFH� WR� EH� WKH� PRVW� VLJQLILFDQW� REVWDFOHV� WR� WKH� GHYHORSPHQW� RI� .HQ�
WXFN\·V�UXUDO�FRPPXQLWLHV�

,VVXHV�RI� OHDGHUVKLS�DQG�JRYHUQDQFH�ZHUH�FLWHG�E\�PRUH� WKDQ����SHUFHQW�RI� UH�
VSRQGHQWV�DV�EDUULHUV�WR�UXUDO�SURJUHVV��5HVSRQVHV�LQ�WKLV�FDWHJRU\�UHIHUUHG�ERWK�WR
JRYHUQPHQWDO� SROLFLHV� DQG� SURFHVVHV�� LQFOXGLQJ� WKH� SRRU� TXDOLW\� RI� SXEOLF� OHDGHU�
VKLS�� LQDGHTXDWH�FLWL]HQ�SDUWLFLSDWLRQ�� LQVXIILFLHQW�SODQQLQJ��DQG� LQDGHTXDWH�SXEOLF
IXQGLQJ�

)UXVWUDWLRQ� ZLWK� LQDGHTXDWH� FLWL]HQ� HQJDJHPHQW� DQG� UHFRJQLWLRQ� RI� LWV� LPSRU�
WDQFH� ZDV� IUHTXHQWO\� H[SUHVVHG� LQ� FRPPHQWV� VXFK� DV� ´ODFN� RI� JHQHUDO� FRQVHQVXV
XSRQ�WKH�EDVLF�ZRUWK�RI�DOO�FLWL]HQV��DQG�WKHLU�YDOXH�WR�WKH�FRPPXQLW\µ�DQG�´D�ODFN
RI� FRPSOHWH� FRPPXQLW\� LQYROYHPHQW� LQ� FKDQJH�µ�$ERXW�SODQQLQJ�� RQH� UHVSRQGHQW
REVHUYHG�� ´7KHUH� LV�QR� V\VWHPDWLF� HIIRUW� RQ� D� VWDWHZLGH�� UHJLRQDO�� RU� ORFDO� OHYHO� WR
DVVHVV� WKH� QHHGV�� GHYHORS� VROXWLRQV�� DQG� DVVLJQ� SULRULWLHV� WR� WKH� SUREOHPV� RI� WKH
VWDWH�µ�6LPLODUO\��DQRWKHU�UHVSRQGHQW�VXJJHVWHG�WKDW�D�ODFN�RI�´SODQQLQJ�IRU�WKH�HIIL�
FLHQW�XVH�RI�VFDUFH�UHVRXUFHVµ�LQKLELWHG�UXUDO�GHYHORSPHQW�

7R� D� OHVVHU� H[WHQW�� VSHFLILF� LVVXHV�� VXFK� DV� WKH� VWDWH·V� WD[� VWUXFWXUH�� H[FHVVLYH
UHJXODWLRQ��XQIXQGHG�PDQGDWHV�� DQG� WKH�GHWULPHQWDO� HIIHFWV� RI� LQGXVWULDO�GHYHORS�
PHQW� LQFHQWLYHV�ZHUH�FLWHG�DV�EDUULHUV� WR�UXUDO�GHYHORSPHQW��*HQHUDOO\�� VLJQLILFDQW
IUXVWUDWLRQ�ZLWK�LQHIIHFWLYH��XQUHVSRQVLYH�DQG�EXUHDXFUDWLF�DSSURDFKHV�WR�GHYHORS�
PHQW�ZDV�UHJLVWHUHG�

,VVXHV�RI� ORFDO�FDSDFLW\�ZHUH�DOVR� FLWHG�DV�EDUULHUV� WR�GHYHORSPHQW��3RRU�DFFHVV
GXH�WR�WKH�TXDOLW\�RI�URDGV�DQG�WHOHFRPPXQLFDWLRQV�LQIUDVWUXFWXUH��IRU�H[DPSOH��ZDV
FLWHG�E\������SHUFHQW�RI�UHVSRQGHQWV�ZKLOH������SHUFHQW�UHIHUUHG�WR�HGXFDWLRQDO�GHIL�
FLHQFLHV�DV�NH\�EDUULHUV� WR�UXUDO�GHYHORSPHQW��5HVSRQVHV�DERXW�ZHDN�HFRQRPLF�UH�
VRXUFHV�� LQFOXGLQJ� IUXVWUDWHG� HQWUHSUHQHXUVKLS�� IHZ� HPSOR\PHQW� RSSRUWXQLWLHV�
OLPLWHG� HFRQRPLF� GLYHUVLW\�� VFDUFH� ODQG�� D�ZHDN� ODERU� VXSSO\�� DQG� WKH� DEVHQFH� RI
H[WHQVLRQ�SURJUDPV�RU�LQGXVWULDO�DVVRFLDWLRQV�ZHUH�JLYHQ�E\������SHUFHQW�RI�UHVSRQ�
GHQWV�

4XDOLW\�RI�OLIH�IDFWRUV��VXFK�DV�OLPLWHG�DYDLODELOLW\�DQG�DFFHVVLELOLW\�RI�FKLOG�FDUH
DQG� KHDOWK� FDUH�� SRRU� HQYLURQPHQWDO� TXDOLW\�� PLQLPDO� UHFUHDWLRQDO� DQG� FXOWXUDO
DPHQLWLHV�� SRRU� KRXVLQJ�� SUREOHPV�ZLWK� FULPH� DQG� GUXJV�� DQG� LQFRPH� LQHTXDOLW\
ZHUH� FLWHG� E\� ����� SHUFHQW� RI� UHVSRQGHQWV�� 3XEOLF� DQG� FLWL]HQ� DWWLWXGHV�ZHUH� VXJ�
JHVWHG�DV�D�IRUPLGDEOH�REVWDFOHV�WR�GHYHORSPHQW�E\������SHUFHQW�RI�UHVSRQGHQWV�
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3XUVXLQJ�3URVSHULW\

3URVSHULW\��KRZHYHU��KDV�QRW�QHFHVVDULO\� IROORZHG� WKH� UHFHQW�SHULRG�RI
PDQXIDFWXULQJ�LQYHVWPHQW��7KH�&RUSRUDWLRQ�IRU�(QWHUSULVH�'HYHORSPHQW·V
�&('�������'HYHORSPHQW�5HSRUW�&DUG�IRU�WKH�6WDWHV�UHSRUWV�WKDW�HFRQRPLF�LQ�
HTXLWLHV� KDYH� SHUVLVWHG� DQG� GHHSHQHG� LQ� .HQWXFN\��:KLOH� .HQWXFN\� KDV
RQH� RI� WKH� QDWLRQ·V� PRVW� GLYHUVLILHG� HFRQRPLHV� �IRXUWK� LQ� WKH� 8QLWHG
6WDWHV���D�FLUFXPVWDQFH�WKDW�SUHVHQWV�HQRUPRXV�RSSRUWXQLW\�IRU�H[SDQVLRQ
DQG�LPSURYHG�HFRQRPLF�YLWDOLW\��WKH�SUROLIHUDWLRQ�RI�ORZ�ZDJH�MREV�LQ�WKH
VWDWH�KDV�ZHDNHQHG�LWV�HFRQRPLF�SHUIRUPDQFH��4XDOLW\�RI�OLIH�LQ�.HQWXFN\�
&('�FRQFOXGHV��UHPDLQV�EHORZ�DYHUDJH�EHFDXVH�RI�´WRR�PDQ\�ORZ�SD\LQJ
MREV�� VORZ� ZDJH� JURZWK�� KLJK� SRYHUW\�� DQG� SRRU� LQFRPH� GLVWULEXWLRQµ
�&('��������� ,QGHHG��.HQWXFN\� LV�DWWUDFWLQJ�VRPH�QRUWKHUQ� ILUPV�EHFDXVH
LWV�ORZ�ZDJH�UDWHV�SHUPLW�WKHP�WR�GUDPDWLFDOO\�FXW�ODERU�FRVWV��%HUQVWHLQ�
������

1HYHUWKHOHVV��DV�LOOXVWUDWHG��SHU�FDSLWD�LQFRPH�DV�D�SHUFHQWDJH�RI�WKH�QD�
WLRQDO� DYHUDJH� KDV� ULVHQ
VWHDGLO\�VLQFH�WKH�PLG�����V�
DIWHU� D� SHULRG� RI� GHFOLQH�
:KLOH� WKH� JDS� EHWZHHQ� WKH
QDWLRQDO� DQG� VWDWH� DYHUDJH
KDV�FORVHG�E\�����SHUFHQWDJH
SRLQWV� VLQFH� ������ UXUDO� SHU
FDSLWD� LQFRPHV� DUH� FRQVLV�
WHQWO\� DQG� VXEVWDQWLDOO\
ORZHU� WKDQ� WKRVH� IRU� WKH
VWDWH�DV�D�ZKROH��DQ�DYHUDJH
RI� ��� SHUFHQW� ORZHU� DW� WKH
FRXQW\�OHYHO�

6RPH� UXUDO� DUHDV� RI� WKH
VWDWH��KRZHYHU��DUH�HQMR\LQJ
VLJQLILFDQW� LQFRPH� JURZWK�� 8QLYHUVLW\� RI� .HQWXFN\� HFRQRPLVWV� 0DUN� &�
%HUJHU�DQG�'DQ�$��%ODFN��DQG�&HQWHU�IRU�%XVLQHVV�DQG�(FRQRPLF�5HVHDUFK
DVVRFLDWH�$PLWDEK�&KDQGUD�UHSRUW�V\VWHPDWLF�LPSURYHPHQWV�LQ�SHU�FDSLWD
LQFRPH�RYHU�WKH�SDVW�ILYH�\HDUV�LQ�WKH�%DUUHQ�5LYHU��/DNH�&XPEHUODQG��DQG
/LQFROQ�7UDLO�$UHD�'HYHORSPHQW�'LVWULFWV��$''V��ZKLFK�IRUP�WKH�ZHVWHUQ
FHQWHU�RI� WKH�VWDWH�DQG�WKH�VRXWKHDVWHUQ�.HQWXFN\�5LYHU�$''��,Q�VSLWH�RI

FIGURE 2
Per Capita Income in Kentucky as a 
Percent of the U.S. Average, 1980-93
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UHFHQW�JURZWK��KRZHYHU��SHU�FDSLWD�LQFRPHV�LQ�WKHVH�DUHDV�FRQWLQXH�WR�ODJ
EHKLQG�WKH�VWDWH·V�DYHUDJH��,Q�FRQWUDVW��%HUJHU��%ODFN��DQG�&KDQGUD�IRXQG
WKDW�WKH�%XIIDOR�7UDFH�DQG�*DWHZD\�DUHDV�DUH�JHWWLQJ�SRRUHU�UHODWLYH�WR�WKH
UHVW�RI�WKH�VWDWH��7KH\�SUHGLFW�FRQWLQXHG�XSZDUG�WUHQGV�LQ�HFRQRPLF�DFWLY�
LW\�LQ�WKH�UXUDO�$''V�RI�%DUUHQ�5LYHU�DQG�/LQFROQ�7UDLO��DQG�HQYLVLRQ�SDU�
WLFXODUO\� UREXVW� JURZWK� IRU� WKH� VRXWKHDVWHUQ� &XPEHUODQG� 9DOOH\� $''�
$JDLQ��KRZHYHU��HDFK�RI�WKHVH�DUHDV�PXVW�PDNH�VLJQLILFDQW�JDLQV�LQ�RUGHU
WR�UHDFK�SDULW\�ZLWK�WKH�VWDWH�DV�D�ZKROH��ZKLFK�FRQWLQXHV�WR� ODJ�ZHOO�EH�
KLQG�QDWLRQDO�HFRQRPLF�EHQFKPDUNV�

%HFDXVH� WKH� HURVLRQ� RI� MRE� RSSRUWXQLWLHV�� EXVLQHVV� DFWLYLW\�� DQG�� XOWL�
PDWHO\��SRSXODWLRQ�LQ�PDQ\�UXUDO�DUHDV�RI�.HQWXFN\�KDV�EHHQ�JUDGXDO��WKH
VHQVH�RI�XUJHQF\�PD\�KDYH�EHHQ�GLPLQLVKHG�DQG��WKHUHIRUH��ZHDNHQHG�SR�
WHQWLDO�UHVSRQVHV��1HYHUWKHOHVV��FKDQJLQJ�HFRQRPLF�FLUFXPVWDQFHV�VXJJHVW
WKDW�FULVLV�UHVSRQVH�DQG�PDQDJHPHQW�PD\�EH�MXVWLILHG�WR�EXLOG�WKH�HFRQR�
PLHV�RI�VRPH�UHJLRQV�RI�UXUDO�.HQWXFN\��,I� WKH�RYHUDOO�GULIW�RI�SRSXODWLRQ
WRZDUG� XUEDQ� FHQWHUV� FRQWLQXHV� XQFKHFNHG�� LW� ZLOO� IXUWKHU� GHSOHWH� UXUDO
SRSXODWLRQ��ZHDNHQ�IXWXUH�ODERU�IRUFH�YLDELOLW\��DQG�XQGHUPLQH�WKH�OHDGHU�
VKLS�QHHGHG�WR�PRXQW�DQ�HIIHFWLYH�VWUDWHJ\� WR�UHYHUVH�GHFOLQH��&RQWLQXHG
XUEDQL]DWLRQ�ZLOO� DOVR� FRQFHQWUDWH� DQG� LQWHQVLI\�ZKDW�ZHUH�PRUH�GLIIXVH
DQG�� KHQFH�� PRUH� PDQDJHDEOH� VRFLDO� DQG� HFRQRPLF� SUREOHPV� �%RQQHWW�
�������$GGLWLRQDOO\��JOREDOL]DWLRQ�LPSHULOV�IUDJLOH�UXUDO�HFRQRPLHV��HYHQ�DV
LW�\LHOGV�HQRUPRXV�RSSRUWXQLW\�

3DUW� RI� UHYHUVLQJ� WKH� GHFOLQH�PDQ\� UXUDO� .HQWXFN\� FRPPXQLWLHV� KDYH
H[SHULHQFHG�HQWDLOV�EXLOGLQJ�XSRQ�HPHUJLQJ�HFRQRPLF� UHODWLRQVKLSV�ZLWK
XUEDQ�FRPPXQLWLHV��HQWHUSULVHV�DQG�LQVWLWXWLRQV��DQG�H[WHQGLQJ�WKHLU�UHDFK
LQWR�WKH�JOREDO�FRPPXQLW\��,W� LV�HYLGHQW�WKDW�WKH�SRYHUW\�RU�SURVSHULW\�RI
DQ\�SDUW�RI� WKH�VWDWH³UXUDO�RU�XUEDQ³LQIOXHQFHV� WKH�VWDWH·V�RYHUDOO�ZHOO�
EHLQJ��&RQVHTXHQWO\��LW�LV�GLIILFXOW��LI�QRW�LPSRVVLEOH��WR�FRQFHLYH�RI�D�VWUDW�
HJ\�IRU�JUHDWHU�HFRQRPLF�DQG�VRFLDO�ZHOO�EHLQJ�LQ�.HQWXFN\�WKDW�GRHV�QRW
UHFRJQL]H�DQG�V\VWHPDWLFDOO\�DGGUHVV�WKH�GHYHORSPHQW�RI�WKH�VWDWH·V�UXUDO
FRPPXQLWLHV��,Q�VSLWH�RI�OLQJHULQJ�LOOXVLRQV�DERXW�WKH�XQFKDQJLQJ�QDWXUH�RI
UXUDO�OLIH� LQ�.HQWXFN\�� LW� LV�SURIRXQGO\�LQIOXHQFHG�E\�VWUXFWXUDO�HFRQRPLF
FKDQJHV� WKDW� DUH� LUUHYHUVLEOH� DQG� LQHVFDSDEOH�� 8OWLPDWHO\�� FKDQJH� LQ� WKH
ODUJHU��JOREDO�FRQWH[W�ZLOO�HLWKHU�SURSHO�UXUDO�.HQWXFN\�LQWR�WKH���VW�&HQ�
WXU\�RU�HQVXUH�LWV�FRQWLQXHG�PDUJLQDOL]DWLRQ�
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7KH�&HUWDLQW\�RI�&KDQJH
+,/(� 7+26(� :+2� 6+$3('� 7+(� &2856(� 2)� 7+(� ��7+
&(1785<� 5(6,67('�0$1<� &+$1*(6� WKDW� PLJKW� KDYH� HQ�
KDQFHG�WKH�&RPPRQZHDOWK·V�HFRQRPLF�VWDWXV��WKH�FRQVHTXHQFHV

RI�GRLQJ�VR�WRGD\�FRXOG�GRRP�.HQWXFN\�WR�D�IXWXUH�RI�GHHSHQLQJ�PDUJLQ�
DOLW\��,QGHHG��PDQ\�SUHGLFW�WKDW�WKRVH�ZKR�DUH�XQFRPIRUWDEOH�ZLWK�FKDQJH
DQG�LOO�SUHSDUHG�WR�QHJRWLDWH�LW�ZLOO�VXIIHU�WKH�PRVW�

7KH�UHVXOWV�RI�DQ�LQIRUPDO�VXUYH\�FRQGXFWHG�LQ�WKH�VSULQJ�RI������E\�WKH
.HQWXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU�VXJJHVW�RXU� IRFXV� LV� FKDQJ�
LQJ��5HVSRQGHQWV�� DOO� RI�ZKRP�HLWKHU� DUH� HLWKHU�NQRZOHGJHDEOH�SUDFWLWLR�
QHUV�RU�REVHUYHUV�RI�UXUDO�GHYHORSPHQW��H[SUHVVHG�D�KLJK�OHYHO�RI�FRPIRUW
ZLWK� FKDQJH�� 7KH\� VHH� FDWDO\]LQJ� SRWHQWLDO� LQ� H[SDQGHG� LQYHVWPHQW� LQ
HGXFDWLRQ�� ORQJ�UDQJH� SODQQLQJ�� FRRUGLQDWLRQ� DW� WKH� ORFDO� DQG� UHJLRQDO
OHYHO��JRYHUQPHQW�UHLQYHQWLRQ�DQG�JUDVVURRWV�OHDGHUV�DQG�RUJDQL]DWLRQV�

+RZHYHU�� VHYHUDO� UHVSRQGHQWV� DOVR� FLWH� OLQJHULQJ� GLVFRPIRUW� ZLWK
FKDQJH�DPRQJ�ORFDO�RIILFLDOV�DQG�FLWL]HQV�DV�REVWDFOHV�WR�SURJUHVV��$�UDQJH
RI�UHVSRQVHV�VXJJHVW�PXFK�ZRUN�UHPDLQV�WR�SUHSDUH� IRUPDO�UXUDO� OHDGHUV
IRU� WKH� IXWXUH�� LQFOXGLQJ� RYHUFRPLQJ� VXFK� REVWDFOHV� DV� ´ODFN� RI� YLVLRQ�µ
´SROLWLFV� DV� XVXDO�µ� ´FHQWUDOL]HG� GHFLVLRQ�PDNLQJ�µ� DQG� ´FORVHG� SROLWLFDO
VWUXFWXUHV�DQG�SURFHVVHV�µ�0RUHRYHU��PDQ\�UHVSRQGHQWV�VHH�D�SRRUO\�SUH�
SDUHG�DQG�IDWDOLVWLF�FLWL]HQU\�ZKLFK�FRQWLQXHV�WR�KROG�´WKH�EHOLHI�WKDW�HGX�
FDWLRQ�WUDLQLQJ� LV� QRW� QHFHVVDU\� WR� VXFFHHG�µ� 2QH� UHVSRQGHQW� IURP� WKH
DFDGHPLF�FRPPXQLW\�REVHUYHG�WKDW�WKH�UHVLVWDQFH�WR�FKDQJH�PD\�EH�D�UH�
IOHFWLRQ�RI� UXUDO� UHVLGHQWV·�RZQ�UHFRJQLWLRQ�RI�KRZ�SRRUO\�SUHSDUHG� WKH\
DUH�WR�PDQDJH�LW�

'HVSLWH�WKH�VHFXULW\�DQG�FRQWLQXLW\�WKDW�FRPH�ZLWK�WUDGLWLRQ��VRPH�RI�RXU
WUDGLWLRQV�PD\�KDYH�WR�EH�GUDPDWLFDOO\�DOWHUHG�RU�HYHQ�DEDQGRQHG�LI�UXUDO
FRPPXQLWLHV�DUH�WR�EHFRPH�VWURQJ�DQG�SURVSHURXV�LQ�WKH�FRPLQJ�FHQWXU\�
$W�WKH�VDPH�WLPH��QHZ�WUDGLWLRQV��ERUQ�RXW�RI�EURDG�GHPRFUDWLF�SDUWLFLSD�
WLRQ�DQG�FROODERUDWLYH� LQLWLDWLYHV��PXVW�HPHUJH��7KH\�PXVW�HQKDQFH� UXUDO
FDSDFLW\�WR�PDQDJH�WKH�FKDQJH�WKDW�ZLOO�UHPDLQ�D�FHUWDLQW\�LQ�DOO�RXU�OLYHV
WKURXJKRXW�WKH�IRUHVHHDEOH�IXWXUH�

:
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*OREDOL]DWLRQ�([SDQGV

3HUKDSV�WKH�PRVW�IDU�UHDFKLQJ�WUDQVIRUPDWLRQ�LQ�WHUPV�RI�LWV�LPSDFW�RQ
LQGLYLGXDOV�� HQWHUSULVHV��DQG� LQVWLWXWLRQV� LV� WKH�JOREDOL]DWLRQ�RI�RXU� HFRQ�
RP\��DQ�HFRQRPLF�UHDOLJQPHQW�WKDW�KDV�IRUHYHU�DOWHUHG�WKH�ZD\�ZH�ZRUN
DQG�FRQGXFW�EXVLQHVV��*UDGXDOO\��LW�LV�ZHDYLQJ�D�ZHE�RI�DOOLDQFHV�WKDW�WUDQ�
VFHQG�WKH�WUDGLWLRQDO�ERXQGDULHV�RI�QDWLRQV�DQG�VWDWHV��)URP�VSDFH�H[SORUD�
WLRQ� WR� HQYLURQPHQWDO� SURWHFWLRQ�� IURP� PLOLWDU\� LQWHUYHQWLRQV� WR
LQWHUQDWLRQDO�VSRUWV�OHDJXHV��JOREDO�UHODWLRQVKLSV�DUH�WDNLQJ�RQ�UHYROXWLRQ�
DU\�IRUPV�DQG�PDNLQJ�SHRSOH��LQVWLWXWLRQV��DQG�QDWLRQV�PRUH�LQWHUGHSHQG�
HQW� WKDQ� HYHU� EHIRUH�� ,Q� WKLV� G\QDPLF� LQWHUQDWLRQDO� HQYLURQPHQW� RXU
´KLVWRU\�RULHQWHGµ�IRFXV�ZLOO�EH�SDUWLFXODUO\�LOO�VXLWHG�WR�VXUYLYDO�

1R�PDWWHU�ZKHUH�ZH�OLYH��RXU�OLYHV�KDYH�EHHQ�WRXFKHG�E\�JOREDOL]DWLRQ�
DQG�LWV�SRZHU�ZLOO�FRQWLQXH�WR�UHVRQDWH�LQ�RXU�OLYHV�IRU�\HDUV�WR�FRPH��,W�LV
HVWLPDWHG�WKDW�E\�WKH�\HDU������YLUWXDOO\�HYHU\�SURGXFW�PDGH�LQ�WKH�8QLWHG
6WDWHV�ZLOO�IDFH�FRPSHWLWLRQ��0'&���������VSLUDOLQJ�WKH�GHPDQG�IRU�TXDOLW\
SURGXFWV�DQG�SURGXFWLYH�ZRUNHUV�KLJKHU�DQG�KLJKHU��0RUH� WKDQ�HYHU�EH�
IRUH�� WKH� SURVSHULW\� WKDW� KDV� HOXGHG� UXUDO�.HQWXFN\� WKURXJKRXW� WKH� ��WK
&HQWXU\�LV�LQH[WULFDEO\�WLHG�WR�WKH�FDSDELOLWLHV�RI�LWV�ZRUNHUV��ILUPV��DQG�LQ�
VWLWXWLRQV��:LWK� IXOO� LPSOHPHQWDWLRQ�RI�ZRUOG� WUDGH�DJUHHPHQWV��FRPSHWL�

WLYH�SUHVVXUHV�DUH�OLNHO\�WR�LQ�
WHQVLI\� DQG� FRPSHO� HYHQ
KLJKHU�VWDQGDUGV�IRU�SHUIRUP�
DQFH�

)RU� ILUPV� DQG� HQWUHSUH�
QHXUV³UXUDO� RU� XUEDQ³WKDW
DUH� SRLVHG� WR� FRPSHWH� DQG
SUHSDUHG� WR� QDYLJDWH� XQID�

PLOLDU�WHUULWRU\��HQJDJHPHQW�LQ�WKH�LQWHUQDWLRQDO�PDUNHWSODFH�RIIHUV�YLUWX�
DOO\�XQOLPLWHG�SRVVLELOLWLHV��2Q� WKH� RWKHU�KDQG��GLUHFW� JOREDO� FRPSHWLWLRQ
FRXOG� KDYH� D� GHYDVWDWLQJ� LPSDFW� RQ� UXUDO� FRPPXQLWLHV�� DV� WKH� OHYHUDJH
WKH\�RQFH�HQMR\HG�DPRQJ�PRELOH�ILUPV�LQ�VHDUFK�RI�FKHDS�ODERU� LV�GLPLQ�
LVKHG�E\�LQWHUQDWLRQDO�FRPSHWLWLRQ��6R�FDOOHG�´IRRWORRVHµ�EUDQFK�SODQWV��IRU
H[DPSOH�� KDYH� DOUHDG\� EHJXQ� WR� UHORFDWH� LQ� GHYHORSLQJ� FRXQWULHV��ZKHUH
WKH� HGLWRUV� RI� )RUJRWWHQ� 3ODFHV�� 8QHYHQ� 'HYHORSPHQW� LQ� 5XUDO� $PHULFD� RE�
VHUYH��´�� �� ��ZDJHV�DUH�HYHQ�ORZHU�DQG�ZRUNHUV� OHVV�RUJDQL]HG�WKDQ�LQ�WKH
HFRQRPLF�EDFNZDWHUV�RI�WKH�8QLWHG�6WDWHV�µ�7KH�DXWKRUV�DOVR�QRWH��´0LJUD�
WLRQ�QR�ORQJHU�RIIHUV�WKH�VDPH�RSSRUWXQLW\�IRU�SHRSOH�������WR�LPSURYH�WKHLU

7KH�PLGZHVWHUQ�IDFWRULHV
WKDW�RQFH�EHFNRQHG�WKH�SRRU�RI
$SSDODFKLDQ�DQG�ZHVWHUQ
.HQWXFN\�KDYH�EHFRPH�WKH
PRQXPHQWV�RI�WKH�5XVW�%HOW�
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HFRQRPLF�ORW�DV�LW�GLG�HYHQ�D�JHQHUDWLRQ�DJRµ��/\VRQ�	�)DON������������7KH
PLGZHVWHUQ� IDFWRULHV� WKDW� RQFH� EHFNRQHG� WKH� SRRU� RI� $SSDODFKLDQ� DQG
ZHVWHUQ�.HQWXFN\�KDYH�EHFRPH�WKH�PRQXPHQWV�RI� WKH�5XVW�%HOW�� ,Q� WKHLU
SODFH�LV�DQ�HFRQRP\�LQFUHDVLQJO\�UHOLDQW�RQ�VHUYLFH�DQG�PDQXIDFWXULQJ�LQ�
GXVWULHV�WKDW�RIIHUV�D�SDWK�WR�SURVSHULW\�RQO\�WR�WKRVH�ZLWK�KLJK�VNLOOV�DQG
WHFKQRORJLFDO�SURZHVV�WKDW�UXUDO�ZRUNHUV�RIWHQ�GR�QRW�SRVVHVV��+HQFH��ULV�
LQJ�OHYHOV�RI�HGXFDWLRQDO�DFKLHYHPHQW�DPRQJ�ZRUNHUV�DQG�RUJDQL]DWLRQDO
FKDQJH�DUH�EHFRPLQJ�LPSHUDWLYHV�IRU�WKH�VXUYLYDO�RI�UXUDO�HQWHUSULVHV�WKDW
SOD\�YLWDO�UROHV�LQ�ORFDO�DQG�VWDWH�HFRQRPLHV�

7R�GHYHORS�D�IXWXUH�RULHQWHG�IRFXV�LQ�RXU�WKLQNLQJ�DQG�WR�HQJDJH�LQ�LQ�
IRUPHG�SODQQLQJ��ZH�PXVW�UHFRJQL]H�WKH�SRZHU��WKH�EUHDGWK�DQG�WKH�SRV�
VLELOLWLHV�RI� WKH�JOREDO�HFRQRP\��XQGHUVWDQG�WKDW� LW�ZLOO�FRQWLQXH�WR�XVKHU
GUDPDWLF� FKDQJH� LQWR�RXU� OLYHV�� DQWLFLSDWH� WKDW� LW�ZLOO� FUHDWH�ZLQQHUV� DQG
ORVHUV� LQ� WKH�PDUNHWSODFH��DQG�EHJLQ�QRZ�WR�SRVLWLRQ�.HQWXFN\�DV�D�ZLQ�
QHU�

7KH�$UFKLWHFWXUH�RI�&KDQJH

7HFKQRORJ\� KDV� DOVR� SOD\HG� D� SRZHUIXO� UROH� LQ� WKH� HFRQRPLF� UHVWUXF�
WXULQJ� ZH� DUH� QRZ� H[SHULHQFLQJ�� 3DUWLFXODUO\� LQ� WKH� ZRUNSODFH�� LW� KDV
HOLPLQDWHG�RU�VLPSOLILHG�PLOOLRQV�RI�WDVNV��*UDGXDOO\��WHFKQRORJ\�LV�IUHHLQJ
ZRUNHUV� WR� FRQWULEXWH� DW� D� PXFK� KLJKHU�� PRUH� LQWHOOHFWXDOO\� GHPDQGLQJ
OHYHO��SODQQLQJ��FUHDWLQJ��DQG�UHILQLQJ�FRPSOH[�SURFHVVHV��UDWKHU�WKDQ�VLP�
SO\�H[HFXWLQJ�QDUURZO\�GHILQHG�WDVNV��&RQVHTXHQWO\��UXUDO�ILUPV�DQG�UXUDO
ZRUNHUV�FRQIURQW�WKH�FKDOOHQJH�RI�UHDOLJQLQJ�WKHLU�RUJDQL]DWLRQDO�DQG�KX�
PDQ�FDSDELOLWLHV�WR�PHHW�WKH�GHPDQGV�RI�WRGD\·V�WHFKQRORJ\�GULYHQ�HFRQ�
RP\��7KH\�QRW�RQO\�PXVW�ORRN�RXWZDUG�DQG�EHFRPH�HQJDJHG�LQ�WKH�JOREDO
HFRQRP\��WKH\�PXVW�EXLOG�QHZ�DQG�PRUH�DGYDQFHG�FDSDELOLWLHV�ZLWKLQ�

:KLOH�WHFKQRORJ\�KDV�FDXVHG�VLJQLILFDQW�ZRUNHU�GLVSODFHPHQW�� LW�KROGV
WKH�SRVVLELOLW\�RI�FUHDWLQJ�PRUH�KLJK�VNLOO�MREV�DQG�OLEHUDWLQJ�ZRUNHUV�DQG
ZRUNSODFHV�IURP�WKH�XUEDQ�DQG�VXEXUEDQ�DUHDV�ZKHUH�WKH\�KDYH�WUDGLWLRQ�
DOO\�GRQH�EXVLQHVV��7RGD\��DQ�HVWLPDWHG�����PLOOLRQ�8�6��ZRUNHUV�WHOHFRP�
PXWH� RU� FRPPXQLFDWH� HOHFWURQLFDOO\� ZLWK� WKHLU� HPSOR\HUV�� %\� WKH� \HDU
������WKH�PDUNHW�UHVHDUFK�ILUP�/LQN�5HVRXUFHV�HVWLPDWHV�WKDW�PRUH�WKDQ���
PLOOLRQ�SHRSOH�ZLOO�EH�WHOHFRPPXWHUV��%DLJ���������WKH�EHJLQQLQJV�RI�ZKDW
PD\��RYHU�WKH�ORQJ�WHUP��SURYH�WR�EH�DQ�HFRQRPLF�DQG�GHPRJUDSKLF�ERRQ
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IRU� VPDOO� WRZQV�DFURVV�$PHULFD³LI� WKH\� DUH�SUHSDUHG� WR� VHL]H�XQIROGLQJ
RSSRUWXQLWLHV�

:H�ZLOO� VHH�DQ�H[SORVLRQ� LQ� WKH�QXPEHU�RI�SHRSOH��EXVLQHVVHV� DQG�RU�
JDQL]DWLRQV�XWLOL]LQJ� LQIRUPDWLRQ� WHFKQRORJ\��ZKLFK� OXEULFDWHV� WKH�HQJLQH
RI� WKH� LQWHUQDWLRQDO� HFRQRP\�� ,Q� )HEUXDU\� ������ %XVLQHVV� :HHN� UHSRUWHG
WKDW�WKH�QXPEHU�RI�VLWHV�IRU�WKH�:RUOG�:LGH�:HE��VRIWZDUH�ZKLFK�RUJDQ�
L]HV� LQIRUPDWLRQ� RQ� WKH� ,QWHUQHW� LQWR� D� PRUH� DFFHVVLEOH� IRUPDW�� ZDV� DW
�������DQG�GRXEOLQJ�HYHU\����GD\V��&RUWHVH��9HULW\��0LWFKHOO�DQG�%UDQGW�
�������$W�WKDW�UDWH��PRUH�WKDQ�����PLOOLRQ�VLWHV�ZLOO�EH�´RQ�OLQHµ�E\�-DQXDU\

��� ������ 6RPH� VPDOO
WRZQV� KDYH� DOUHDG\
ZLUHG� HYHU\� KRXVH�
KROG�DQG�EXVLQHVV�WR
HQDEOH� HQJDJHPHQW
ZLWK�WKH�ZRUOG�

(OHFWURQLF� DFFHVV
LV� JUDGXDOO\� HOHYDW�
LQJ� WKH� TXDOLW\� RI
HGXFDWLRQ� DW� HYHU\
OHYHO� WKURXJKRXW� UX�
UDO� FRPPXQLWLHV�

HQDEOLQJ� GLUHFW� DFFHVV� WR� LQVWUXFWRUV�� YLUWXDOO\� LQILQLWH� UHVRXUFHV�� DQG
FRXUVHV� RI� VWXG\� SUHYLRXVO\� XQDYDLODEOH�� :KHQ� IXOO\� LPSOHPHQWHG�� WKH
.HQWXFN\�,QIRUPDWLRQ�6XSHUKLJKZD\�FRXOG�KHOS�PDNH�KLJK�TXDOLW\��LQWHU�
DFWLYH�HGXFDWLRQ�DYDLODEOH�WR�VWXGHQWV�DQG�FODVVURRPV�LQ�WKH�UHPRWHVW�FRU�
QHUV�RI�WKH�VWDWH��8QLYHUVDO�DFFHVV�DQG�WKRXJKWIXOO\�FRQVWUXFWHG�SURJUDPV
DQG�SROLFLHV�FRXOG�KHOS�FORVH�WKH�VXEVWDQWLDO�HGXFDWLRQDO�JDS�WKDW� LQKLELWV
GHYHORSPHQW�DQG�H[SDQGHG�SURVSHULW\�LQ�UXUDO�.HQWXFN\�

,Q�VSLWH�RI�WKH�VHQVH�RI�VHSDUDWHQHVV�IURP�ZKDW��RQ�WKH�VXUIDFH��DSSHDU�WR
EH� XQLTXHO\� XUEDQ� SKHQRPHQD�� UXUDO� ZRUNHUV�� ILUPV�� DQG� FRPPXQLWLHV
FDQQRW�DIIRUG�WR�LQVXODWH�WKHPVHOYHV�IURP�WKH�FKDQJHV�ZURXJKW�E\�JOREDO�
L]DWLRQ� DQG� WHFKQRORJLFDO� DGYDQFHPHQW�� 1RU� FDQ� SROLF\PDNHUV�� :KLOH
FKDQJH� LV� GLIILFXOW� DQG� GDXQWLQJ�� WKH� JOREDO� HFRQRP\� RIIHUV� UHPDUNDEOH
RSSRUWXQLW\�LQ�PDUNHWV�WKDW�DUH�PXOWLSO\LQJ�DV�UDSLGO\�DV�FRPSHWLWRUV�IRU
WKHP��7KRVH�FRPPXQLWLHV�DQG�HQWHUSULVHV�ZKLFK�GHFOLQH�H[WHUQDO�HQJDJH�
PHQW�DQG�WKH� LQWHUQDO�FKDQJH� LW� FRPSHOV�ZLOO� OLNHO\�EH� OHIW�EHKLQG��0DQ\
DOUHDG\�KDYH�EHHQ�

,Q�VSLWH�RI�WKH�VHQVH�RI�VHSDUDWHQHVV
IURP�ZKDW��RQ�WKH�VXUIDFH��DSSHDU�WR
EH�XQLTXHO\�XUEDQ�SKHQRPHQD��UXUDO
ZRUNHUV��ILUPV��DQG�FRPPXQLWLHV
FDQQRW�DIIRUG�WR�LQVXODWH�WKHPVHOYHV
IURP�WKH�FKDQJHV�ZURXJKW�E\
JOREDOL]DWLRQ�DQG�WHFKQRORJLFDO
DGYDQFHPHQW��1RU�FDQ�SROLF\PDNHUV�
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2UJDQL]DWLRQDO�5HDOLJQPHQW

,Q�RUGHU�WR�DGDSW�WR�WKH�ODUJHU�FRQWH[W�RI�FKDQJH�ZURXJKW�E\�JOREDOL]D�
WLRQ�DQG�WHFKQRORJLFDO�DGYDQFHPHQW��8�6��ILUPV�DQG�LQVWLWXWLRQV�KDYH�EHHQ
XQGHUJRLQJ�GUDPDWLF�RUJDQL]DWLRQDO�FKDQJH��7KHVH�VWUDWHJLHV�IRU�V\VWHPLF
RU� VWUXFWXUDO� FKDQJH�� RIWHQ� UHIHUUHG� WR� DV� TXDOLW\� LQLWLDWLYHV�� KDYH� XQ�
OHDVKHG� SUHYLRXVO\� XQWDSSHG� FRQWULEXWLRQV�� VWUHDPOLQHG� SURFHVVHV�� FXW
FRVWV�� DQG�� LQ� WKH� SURFHVV�� UHVKDSHG� RXU� IXQGDPHQWDO� XQGHUVWDQGLQJ� RI
KRZ� WR� DFKLHYH� JRDOV�� :KLOH� WKH� SULYDWH� VHFWRU� DLP� RI� RUJDQL]DWLRQDO
FKDQJH� LV� KLJKHU� TXDOLW\� SURGXFWV� DQG� KLJKHU� ZRUNHU� SURGXFWLYLW\�� LWV
WUDQVIRUPDWLRQDO� SRWHQWLDO� RIIHUV� EURDGO\� DSSOLFDEOH�� UHDGLO\� WUDQVIHUDEOH
VWUDWHJLHV�

7KH�VWLOO�GRPLQDQW�DQG�EURDGO\�LQIOXHQWLDO�VFKRRO�RI� WKRXJKW�DGYDQFHG
E\�WKH�ODWH�:��(GZDUGV�'HPLQJ��IRU�H[DPSOH��HPSKDVL]HV�WKH�LPSRUWDQFH
RI�HVWDEOLVKLQJ�D�IOXLG�SURFHVV�WKDW�ZLOO�IDFLOLWDWH�FRQWLQXDO�LPSURYHPHQW�RI
TXDOLW\��*DERU��������RU�FRQVWDQW�FKDQJH��3HUKDSV�WKH�PRVW�SURIRXQG�VWUXF�
WXUDO�FKDQJH�ZURXJKW�E\�'HPLQJ�DQG�KLV�VXFFHVVRUV��KRZHYHU�� LV� WKH�DG�
YDQFHPHQW� RI� SDUWLFLSDWRU\� GHPRFUDF\� DQG� WHDPZRUN� LQ� WKH� ZRUNSODFH�
ERWK� RI� ZKLFK� DUH� UHJDUGHG� DV� FULWLFDO� IDFWRUV� LQ� WKH� SXUVXLW� RI� TXDOLW\�
'HPLQJ�H[KRUWHG�IROORZHUV�WR�GULYH�RXW�IHDU��EXLOG�WUXVW��UHZDUG�DQG�UHF�
RJQL]H�H[FHOOHQFH��DQG��LQ�GRLQJ�VR��GHYHORS�D�FOLPDWH�LQ�ZKLFK�LQQRYDWLRQ
DQG�FUHDWLYLW\�FRXOG�WKULYH��*DERU��

7KLV�SDUWLFLSDWRU\��GHPRFUDWLF�YLVLRQ�RI�PDQDJLQJ� FKDQJH� DQG� DFKLHY�
LQJ�JRDOV�GLVPLVVHV�WKH�YDOLGLW\�DQG�WKH�HIIHFWLYHQHVV�RI�ULJLG��KLHUDUFKLFDO
VWUXFWXUHV� WKDW� \LHOG� OLWWOH� LI� DQ\� SRZHU�� ,QVWHDG�� LW� UHFRJQL]HV� WKDW� WKRVH
FORVHVW�WR�D�MRE�XQGHUVWDQG�LW�EHVW�DQG�FDQ�WKHUHIRUH�SOD\�D�SLYRWDO�UROH�LQ
LPSURYLQJ� DQG� UHILQLQJ� LW�� 'HPLQJ� HQYLVLRQHG� SRZHU³DQG� UHVSRQVLELO�
LW\³EURDGO\� VKDUHG�DQG�RUJDQL]DWLRQV�PDGH� VWURQJHU�DV� D� UHVXOW��5HFHQW
UHVHDUFK� VXJJHVWV� WKDW� WKH� VDPH� FULWLFDOO\� LPSRUWDQW� IRUFHV� VWUHQJWKHQ
FRPPXQLWLHV� DQG� HQDEOH� WKHP� WR� SURVSHU� �3XWQDP�� ������� /LNHZLVH�� WKH
GLIIXVLRQ� RI� SRZHU� DQG� UHVSRQVLELOLW\� IRU� GHYHORSPHQW� WR� WKH� ORFDO� OHYHO
PD\� LQGHHG�EH� FULWLFDO� WR� FDSWXULQJ� ULVLQJ� VWDQGDUGV� RI� SURGXFWLYLW\� DQG
SURVSHULW\�

7RGD\�� TXDOLW\� SULQFLSOHV� RU� WKH� WHQHWV� RI� RUJDQL]DWLRQDO� FKDQJH� KDYH
PRYHG�ZHOO�EH\RQG�WKH�IDFWRU\�IORRU��7KH\�LQIOXHQFH�WKH�FRQGXFW�RI�SXEOLF�
SULYDWH� DQG� QRQ�SURILW� RUJDQL]DWLRQV� ZRUOGZLGH�� )URP� D� JXLGLQJ� VWDWH�
PHQW�RI�SXUSRVH�RU�YLVLRQ��WR�WKH�LPSHUDWLYH�RI�WUDLQLQJ�DQG�HGXFDWLRQ�DW
HYHU\�OHYHO��SDUWLFXODUO\�LQ�WKH�DUHD�RI�OHDGHUVKLS�VNLOOV��WKH�SULQFLSOHV�KDYH
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EHFRPH�XELTXLWRXV��7KH\�XQGHUVFRUH�WKH�HQRUPRXV�SRWHQWLDO�RI�WKRVH�SHR�
SOH�ZKR�DUH�FORVHVW�WR�SUREOHPV�JRYHUQPHQW�LV�FKDOOHQJHG�WR�VROYH��'HPR�
FUDWLF� SDUWLFLSDWLRQ� DQG� WHDPZRUN³WKH� ZRUN� ZRUOG·V� HTXLYDOHQW� RI
FRPPXQLW\³KDYH�EHFRPH�FHQWUDO� WR�RXU�XQGHUVWDQGLQJ�RI�KRZ� WR�PRYH
RUJDQL]DWLRQV�WRZDUG�WKH�UHDOL]DWLRQ�RI�VKDUHG�JRDOV��ZKHWKHU�LW�EH�KLJKHU
TXDOLW\�SURGXFWV�RU�KLJKHU�LQFRPHV�IRU�UXUDO�SHRSOH�

/LNHZLVH�� JRYHUQPHQW� FDQ� EHWWHU� DFKLHYH� RSWLPXP� RXWFRPHV� WKURXJK
IOH[LEOH� SROLFLHV� DQG� SURJUDPV� WKDW� HQDEOH� UDSLG� UHVSRQVH� WR� D� G\QDPLF
HFRQRP\��*RYHUQPHQWV�WKDW�IDLO�WR�FUHDWH�IOH[LEOH��IXWXUH�RULHQWHG�SROLFLHV
DQG� SURJUDPV� WKDW� UHIOHFW� D� EURDG� XQGHUVWDQGLQJ� RI� WKH� LPSOLFDWLRQV� RI
VWUXFWXUDO� HFRQRPLF� FKDQJH�ZLOO� RQO\� LQKLELW� DQG� FRQVWUDLQ�GHYHORSPHQW�
)RU� ERWK� SXEOLF� DQG� SULYDWH� HQWLWLHV�� WKH� FKDOOHQJH� LQYROYHV� PRYLQJ� EH�
\RQG�D�SDWHUQDO��FRPPDQG�DQG�FRQWURO�SDUDGLJP��WR�RQH�WKDW�EURDGO\�HQ�
JDJHV�FLWL]HQV�DQG�ZRUNHUV�LQ�WKH�WDVN�RI�EXLOGLQJ�D�EHWWHU�IXWXUH��,I�ZH�DUH
WR�LQFUHDVH�SURVSHULW\�LQ�UXUDO�.HQWXFN\��ZH�PXVW�EURDGHQ�XQGHUVWDQGLQJ
RI�FKDQJH�DQG�LQFUHDVH� ORFDO�FDSDFLW\³LQGXVWULDO�FRPSHWLWLYHQHVV��HGXFD�
WLRQ��OHDGHUVKLS��DQG�FLYLF�HQJDJHPHQW³WR�PDQDJH�LW�HIIHFWLYHO\��:H�PXVW
ORRN�WR�WKH�ZRUOG�IRU�RSSRUWXQLW\�DV�ZH�UHDG\�RXU�FRPPXQLWLHV�WR�FDSWXUH
LW�
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'HYHORSPHQW�LQ�WKH�1HZ
&RQWH[W

85� 81'(567$1',1*� 2)� '(9(/230(17�� SHUKDSV� WKH� PRVW
GLIILFXOW�DQG�LPSRUWDQW�ZRUN�RI�JRYHUQPHQWV�DURXQG�WKH�JOREH�� LV
HYROYLQJ�� 7KH� FKDQJLQJ� UHTXLUHPHQWV� IRU� D� FRPSHWLWLYH� HFRQRP\

DUH�WUDQVIRUPLQJ�WKH�FRQGLWLRQV�IRU�VXFFHVV�LQ�HFRQRPLF�GHYHORSPHQW�LQL�
WLDWLYHV�� ,Q� WXUQ�� QHZ� H[SHFWDWLRQV� RI� JRYHUQPHQW� DUH� HPHUJLQJ� �&('�
������� 6WDWHV�� REVHUYHV�5�� 6FRWW� )RVOHU�� D� 6HQLRU� )HOORZ� DW� -RKQV�+RSNLQV
8QLYHUVLW\·V�,QVWLWXWH�IRU�3ROLF\�6WXGLHV�DQG�KHDG�RI�WKH�QDWLRQDO�&RPPLW�
WHH�IRU�(FRQRPLF�'HYHORSPHQW��DUH�´VWUXJJOLQJ�WRZDUG�D�QHZ�SDUDGLJP�RI
HFRQRPLF� SROLF\µ� �)RVOHU�� ������ ���� *UDGXDOO\�� GHYHORSPHQW� LQLWLDWLYHV³
UXUDO�RU�XUEDQ³DUH�UHGHILQLQJ�WKH�SDUDPHWHUV�RI�WKHLU�ZRUN�DQG�UHILQLQJ�LQ�
WHUQDO� SURFHVVHV� WR� PHHW� QHZ� FKDOOHQJHV�� 4XDQWLWDWLYH� MREV� FUHDWLRQ� DS�
SURDFKHV� WR� GHYHORSPHQW� DUH� EHLQJ� UHILQHG� WR� IRFXV� RQ� FUHDWLQJ� KLJK
TXDOLW\�MREV�DQG�EURDG�HFRQRPLF�EHQHILWV�

7RGD\��ZH�XQGHUVWDQG�D�JUHDW�GHDO�PRUH�DERXW�ZKDW�ZLOO�DQG�ZLOO�QRW
LPSURYH� WKH� FLUFXPVWDQFHV� RI� SHRSOHV·� OLYHV�� ,QGHHG�� D� G\QDPLF� ERG\� RI
LQIRUPDWLRQ�LV�SHUKDSV�WKH�PRVW�HIIHFWLYH�WRRO�DYDLODEOH�WR�JRYHUQPHQWV�LQ
SXUVXLW� RI� GHYHORSPHQW�� ,W� RIIHUV� XQSUHFHGHQWHG� RSSRUWXQLW\� WR� VKDSH
SURJUDPV�DQG�SROLFLHV�WKDW�RIIHU�WKH�KLJKHVW�SRVVLEOH�UHWXUQ�RQ�FLWL]HQ�LQ�
YHVWPHQW�� ,Q�DQ�HUD� WKDW�ZLOO� OLNHO\�FRQWLQXH� WR�EH� FKDUDFWHUL]HG�E\� ILVFDO
UHVWUDLQW�DQG�XQUHOHQWLQJ�SUHVVXUH�IRU�PRUH�FRVW�HIILFLHQW�JRYHUQPHQW��WKH
IDPLOLDU� FKDOOHQJH� RI� UXUDO� GHYHORSPHQW³GRLQJ� PRUH� ZLWK� OHVV³PD\
JURZ�PRUH�GLIILFXOW��$W�WKH�VDPH�WLPH��WKH�QHHGV�RI�UXUDO�FRPPXQLWLHV�PD\
JURZ�PRUH� DFXWH�� HYHQ� DV� JRYHUQPHQW� UHVRXUFHV� GHFOLQH�� &RQVHTXHQWO\�
WKH� DGRSWLRQ� RI� EHVW� SUDFWLFH� GHYHORSPHQW� SURFHVVHV� WKDW� KHOS� FXOWLYDWH

2
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PD[LPXP� ORFDO� FDSDFLW\� IRU� GHYHORSPHQW� LV� FULWLFDO� WR� WKH� IXWXUH� RI� WKLV
SUHGRPLQDQWO\�UXUDO�&RPPRQZHDOWK�

7RGD\��DQ�HQULFKHG�XQGHUVWDQGLQJ�RI�WKH�HQGXULQJ�SRZHU�RI�GHPRFUDF\
LQIRUPV�WKH�ZRUN�RI�GHYHORSPHQW��ERWK�UXUDO�DQG�XUEDQ��)URP�WKH�DGDS�
WLYH� FKDQJH� WKDW� LQGXVWU\� DQG� LQVWLWXWLRQV� KDYH� XQGHUJRQH�� DV� ZHOO� DV� D
JURZLQJ�ERG\�RI�UHVHDUFK��ZH�KDYH�EHJXQ�WR�JUDVS�WKH�LPSRUWDQFH�DQG�WKH
SRZHU�RI�SDUWLFLSDWLYH�GHPRFUDF\��$V�SRZHU�LV�SXVKHG�GRZQZDUG�E\�RU�
JDQL]DWLRQDO�FKDQJH�DQG�GLIIXVHG�E\�WHFKQRORJ\��WKH�VWUHQJWK�RI�RUJDQL]D�
WLRQV�DQG�� LQGHHG��ZKROH�VRFLHWLHV� LV�PDJQLILHG��$V�VXJJHVWHG�E\�5XWJHUV
'HDQ�0DUN�%��/DSSLQJ��WKH�DSSURDFK�WR�GHYHORSPHQW�WKLV�HQULFKHG�XQGHU�
VWDQGLQJ� UHFRPPHQGV� LV� ´ROG� ZLQH� LQ� QHZ� ERWWOHVµ� �1RUWK� &HQWUDO� 5H�
JLRQDO� &HQWHU� IRU� 5XUDO� 'HYHORSPHQW� >1&5&5'@�� ������� UHQHZHG
UHFRJQLWLRQ� RI� WKH� HQGXULQJ� LPSRUWDQFH� RI� FRPPXQLW\� LQ� D� QHZ� JOREDO
HFRQRP\�

7KH�SUHFLVH�HFRQRPLF�DQG�VRFLDO�EHQHILWV�RI�SDUWLFLSDWRU\�GHPRFUDF\�RU
FLYLF�HQJDJHPHQW�PD\��KRZHYHU��EH�GLIILFXOW� WR�PHDVXUH�� ODUJHO\�EHFDXVH
LWV�YDOXH�LV�LQFUHPHQWDO�RYHU�WKH�ORQJ�WHUP�DQG�EURDG�LQYHVWPHQW�LQ�LWV�DG�
YDQFHPHQW�KDV�\HW�WR�HPHUJH��0RUHRYHU��LVRODWHG�HIIRUWV�RI�QDWLRQV��VWDWHV�
DQG�FRPPXQLWLHV�ZKLFK�KDYH�EHJXQ�WR�LQYHVW�LQ�EXLOGLQJ�FLYLF�FDSDFLW\�DUH

VWLOO� VKRUW� WHUP�� 1HY�
HUWKHOHVV�� UDWKHU� H[�
WUDRUGLQDU\
FRQVHQVXV� LV� HPHUJ�
LQJ�RQ�WKH�FULWLFDO�UROH
WKDW� WKLV� KXPDQ�PXO�
WLSOLHU� HIIHFW� SOD\V� LQ
WKH� GHYHORSPHQW� RI
SHRSOH�� ILUPV�� LQVWLWX�

WLRQV�� DQG� FRPPXQLWLHV�� DV�ZHOO� DV� HQWLUH� UHJLRQV��%URDG�GHPRFUDWLF�SDU�
WLFLSDWLRQ��WKH�FRPPXQLW\�FRKHVLRQ�LW�HQJHQGHUV�DQG�WKH�FDSDFLW\�IRU�FRQ�
VWUXFWLYH� FKDQJH� WKDW� LW� HQDEOHV��PD\�� TXLWH� VLPSO\�� EH� WKH� EHVW� KRSH� IRU
XQGHUGHYHORSHG��UXUDO� UHJLRQV�HYHU\ZKHUH��&RQVHTXHQWO\��QXUWXULQJ�DQG
FXOWLYDWLQJ�FLYLF�HQJDJHPHQW�LQ�RUGHU�WR�HOHYDWH�ORFDO�FDSDELOLWLHV�WR�VROYH
ORFDO�SUREOHPV�PD\�RIIHU�WKH�RSWLPXP�VWUDWHJ\�IRU�WKH�GHYHORSPHQW�RI�UX�
UDO�SHRSOH�DQG�SODFHV�

%URDG�GHPRFUDWLF�SDUWLFLSDWLRQ�
WKH�FRPPXQLW\�FRKHVLRQ�LW�HQJHQGHUV
DQG�WKH�FDSDFLW\�IRU�FRQVWUXFWLYH
FKDQJH�WKDW�LW�HQDEOHV��PD\��TXLWH
VLPSO\��EH�WKH�EHVW�KRSH�IRU�XQGHU�
GHYHORSHG��UXUDO�UHJLRQV�HYHU\ZKHUH�
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%H\RQG�4XDQWLWDWLYH�'HYHORSPHQW

)�:(� /22.� 72� 7+(� )8785(� %(,1*� 6+$3('� %<� 7+(� /$5*(5
&217(;7�RI�JOREDO�FRPSHWLWLRQ�DQG�WHFKQRORJLFDO�DGYDQFHPHQW�� LW� LV
HYLGHQW�WKDW�TXDOLW\�LV�UDSLGO\�GHILQLQJ�WKH�SDWK�WR�SURVSHULW\��,W�LV�QRZ

ZLGHO\�XQGHUVWRRG�WKDW�KLJKO\�VNLOOHG�ZRUNHUV��KLJK�SHUIRUPDQFH�RUJDQL�
]DWLRQV�DQG�FRPPXQLWLHV�FRPPLWWHG� WR�FUHDWLQJ�D�KLJK�TXDOLW\�RI� OLIH�DUH
EHVW�SRVLWLRQHG�WR�WDNH�DGYDQWDJH�RI�WKH�RSSRUWXQLWLHV�FKDQJH�LV�\LHOGLQJ�
1RW�VXUSULVLQJO\��WKH�ZRUN�RI�GHYHORSPHQW� LV�EHJLQQLQJ�WR�DFFRPPRGDWH
WKH�QRZ�GLIIXVH� H[SHFWDWLRQ�RI� TXDOLW\��7KH� WUDGLWLRQDO� IRFXV� RI� GHYHORS�
PHQW� LQLWLDWLYHV� RQ� TXDQWLW\³MREV�� ORFDWLRQV�� GROODUV� LQYHVWHG³LV� JUDGX�
DOO\�VKLIWLQJ�WR�DQ�HPSKDVLV�RQ�EXLOGLQJ�TXDOLW\��WKH�FDSDELOLWLHV�QHHGHG�WR
PDQDJH�FKDQJH�

,Q�KLV������ERRN��7KH�5LVH� RI� WKH�(QWUHSUHQHXULDO� 6WDWH��3HWHU�.��(LVLQJHU
GHWDLOHG� WKH� HPHUJLQJ�PRYHPHQW� RI� VWDWHV� WRZDUG�ZKDW� KH� WHUPHG� ´GH�
PDQG�VLGHµ�SROLFLHV�DQG�SURJUDPV�WKDW�ZHUH�UHVSRQVLYH�WR�VWUXFWXUDO�HFR�
QRPLF�FKDQJH�� ,Q�FRQWUDVW� WR�´VXSSO\�VLGHµ�SROLFLHV��ZKLFK�DUH� H[WHUQDOO\
IRFXVHG�RQ�PHHWLQJ�WKH�QHHGV�DQG�IROORZLQJ�WKH�GHFLVLRQV�RI�PRELOH�LQGXV�
WULHV��GHPDQG�VLGH�SROLFHV�VHHN�WR�LPSURYH�LQWHUQDO�FDSDELOLWLHV�WR�FRPSHWH
DQG�SURVSHU��7KH�JURZWK�RI�VXFK�SROLFLHV��(LVLQJHU�REVHUYHG��UHSUHVHQWHG�D
UHRUGHULQJ� RI� ORQJ�HVWDEOLVKHG� UHODWLRQV� EHWZHHQ� WKH� SXEOLF� DQG� SULYDWH
VHFWRUVµ��)RVOHU�������������6WDWH�JRYHUQPHQWV�KDG�EHFRPH�HQJDJHG�LQ�WKH
PDUNHW�HFRQRP\�DW�XQSUHFHGHQWHG�OHYHOV��ZRUNLQJ�WR� OHYHUDJH�PD[LPXP
RSSRUWXQLW\�WR�EHQHILW�IURP�PDFUR�HFRQRPLF�FKDQJH�

7KH�VKLIW� WR�PRUH�HQWUHSUHQHXULDO�DSSURDFKHV��ZKLFK�KDV�SURYHQ� WR�EH
YHU\� JUDGXDO�� LV� SDUWLFXODUO\� LPSRUWDQW�� LQ� WKDW� VXFK� SROLFLHV� HPSKDVL]H
´ORFDO�UHVRXUFHV�DV�D�EDVLV�IRU�JURZWK��UDWKHU�WKDQ�������FRPSHWLWLYH�HQJDJHPHQW
ZLWK�RWKHU� VWDWHV� IRU�PRELOH� FDSLWDOµ� �)RVOHU�� ������ ����� %HFDXVH� HQWUHSUH�
QHXULDO�RU�TXDOLWDWLYH�SROLFLHV�UHFRJQL]H�WKH�SRWHQWLDO�PDUNHW�YDOXH�RI�H[LV�
WHQW� ILUPV� DQG� ZRXOG�EH� HQWUHSUHQHXUV�� WKH\� VKLIW� WKH� SULPDU\� IRFXV� RI

,
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GHYHORSPHQW�LQLWLDWLYHV�WR�WKH�ZRUN�RI�EXLOGLQJ�WKH�FDSDELOLWLHV�RI�FRPPX�
QLWLHV�� LQVWLWXWLRQV�� ILUPV��DQG�ZRUNHUV��8OWLPDWHO\�� WKLV� IXQGDPHQWDO� VKLIW
LQ�IRFXV�LV�QHFHVVDULO\�IROORZHG�E\�D�GLIIXVLRQ�RI�GHFLVLRQ�PDNLQJ�DXWKRU�
LW\�DQG�UHVRXUFHV�WR�WKH�ORFDO�OHYHO�IURP�ZKLFK�HQWUHSUHQHXULDO�HQHUJ\�UD�
GLDWHV�

-REV�7KDW�'RQ·W�$GG�8S

+LVWRU\�DQG�LWV�FRQWLQXLQJ�OHJDF\�SHUKDSV�EHVW�LOOXVWUDWH�WKH�P\RSLD�RI
ZKDW� )RVOHU� WHUPV� ´TXDQWLWDWLYH� GHYHORSPHQWµ� RU� MREV� UHFUXLWPHQW� DV� D
SULQFLSDO�GHYHORSPHQW�VWUDWHJ\��$JJUHVVLYH�VWDWH�OHYHO�GHYHORSPHQW�FDP�
SDLJQV�WKDW�HPHUJHG�LQ�WKH�6RXWK�GXULQJ�WKH�����V�SURPRWHG�ODERU�ZLOOLQJ
WR�ZRUN� IRU� ORZ�ZDJHV� �0'&��������(LVLQJHU���ZKDW� VHHPV� DQ� LQFRPSUH�
KHQVLEOH�VWUDWHJ\�LQ�DQ�HUD�ZKHQ�FUHDWLQJ�TXDOLW\�MREV�LV�EHFRPLQJ�D�PDLQ�
VWD\� RI� SROLWLFDO� UKHWRULF�� 7RGD\�� WKH� YHVWLJHV� RI� WKH� PDUNHWLQJ� RI� FKHDS
ODERU�OLQJHU�WKURXJKRXW�WKH�UHJLRQ�DQG�LQ�.HQWXFN\��:H�UHPDLQ�D�PDJQHW
IRU� ORZ�ZDJH� LQGXVWULHV� LQ�DQ�HUD� WKDW�SURPLVHV�SURVSHULW\�RQO\� WR� WKRVH
ZLWK�KLJK� VNLOOV� WKDW�KDYH�QRW�KLVWRULFDOO\� ILJXUHG� LQ�RXU�YLVLRQ�RI�GHYHO�
RSPHQW�

5HJDUGOHVV� RI� KRZ� VKRUW�VLJKWHG� WKH\� VHHP� WRGD\�� WKH� SROLFLHV� RI� WKH
SDVW�DFKLHYHG�DQG�FRQWLQXH� WR�DFKLHYH� WKHLU�H[SUHVVHG�RXWFRPH��7KH�VHOO�
LQJ�RI� WKH�6RXWK�� IRU�H[DPSOH�� OHYHUDJHG�VLJQLILFDQW�UXUDO� LQYHVWPHQW��%H�
WZHHQ������DQG�����������PLOOLRQ�PDQXIDFWXULQJ�MREV��PRVWO\�LQ�WUDGLWLRQDO
LQGXVWULHV� VXFK� DV� DSSDUHO�� WH[WLOHV� DQG� IXUQLWXUH�� ORFDWHG� LQ� WKH� QRQ�
PHWURSROLWDQ�6RXWK��3URVSHULW\��KRZHYHU��UHPDLQHG�HOXVLYH��7KH�´XSZDUG
VSLUDO�RI�GHYHORSPHQWµ�GHVFULEHG�E\�'DYLG�2VERUQH�LQ�/DERUDWRULHV�RI�'H�
PRFUDF\��2VERUQH��������GLG�QRW�IROORZ�WKH�UHFUXLWPHQW�RI�LQGXVWU\�WR�UXUDO
DUHDV��ODUJHO\�EHFDXVH�UHFUXLWPHQW�VWUDWHJLHV�ODFNHG�YLVLRQ�EH\RQG�WKH�H[�
SHGLHQF\�RI�FUHDWLQJ�MREV��0'&���������$V�0'&��,QF���D�&KDSHO�+LOO��1RUWK
&DUROLQD�� GHYHORSPHQW� ILUP� REVHUYHV�� MRE� GHILFLHQFLHV� ZHUH� HYLGHQW� LQ
WKUHH�FULWLFDO�DUHDV�

• HTXLW\³IDYRUDEOH�UDWHV�RI�SD\�DQG�DFFHVV�WR�EHQHILWV�
• VHFXULW\³VWDEOH�� ORQJ�WHUP� HPSOR\PHQW� DV� RSSRVHG� WR

VHDVRQDO�RU�VKRUW�WHUP�ZRUN��DQG�
• XSZDUG�PRELOLW\³RSSRUWXQLWLHV�IRU�DGYDQFHPHQW�LQ�VNLOO

DQG�LQFRPH��0'&��������
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,Q�UHFHQW�\HDUV��WKH�ORQJ�WHUP�RXWFRPHV�RI�WKHVH�SHUVLVWHQW�MRE�GHILFLHQFLHV
FDQ�EH�VHHQ�LQ�GHFOLQLQJ�DQG�VWDJQDQW�ZDJHV��LQFUHDVLQJ�OHYHOV�RI�SDUW�WLPH�
FRQWLQJHQF\� HPSOR\PHQW�� DQG� GHHSHQLQJ� LQFRPH� LQHTXDOLW\³FLUFXP�
VWDQFHV�WKDW�DUH�FRQVLVWHQWO\�ZRUVH�LQ�UXUDO�DUHDV�

,PSRUWDQWO\��WKH�VRXWKHUQ�UHQDLVVDQFH�RI�LQGXVWULDO�ORFDWLRQV�GXULQJ�WKH
����V�DQG�����V�ZDV�QHLWKHU�EURDGO\�EHQHILFLDO�QRU�VXVWDLQDEOH�LQ�WKH�IDFH
RI�JOREDO�FRPSHWLWLRQ��)LUPV�DWWUDFWHG�E\�WKH�UHJLRQ·V�FKHDS�ODERU�DQG�ODQG
TXLFNO\�IRXQG�EHWWHU�EDUJDLQV�RII�VKRUH��,Q�KLV������H[DPLQDWLRQ�RI�VRXWK�
HUQ�LQGXVWULDO�UHFUXLWPHQW� LQLWLDWLYHV�� -DPHV�&��&REE�REVHUYHG�WKDW� LW�ZDV
´JULPO\�LURQLFµ�WKDW�D�UHJLRQ�ZKLFK�KDG�VR�HIIHFWLYHO\�VROG�LWVHOI�WR�PRELOH
ILUPV� ´IRXQG� LWV� IXWXUH� WKUHDWHQHG�E\� DQ� LQFUHDVH� LQ� LQGXVWULDO�PRELOLW\µ
�&REE�������������:KLOH�WKH�PRELOLW\�RI�ILUPV�FRQWLQXHV��WKH�QXPEHU�RI�UHOR�
FDWLQJ�8�6��LQGXVWULHV�KDV�GHFOLQHG�VLJQLILFDQWO\��6RPH��KRZHYHU��H[SHFW�LW
WR� LQFUHDVH�� SRVVLEO\� GUDPDWLFDOO\�� DV� LQWHUQDWLRQDO� WUDGH� DJUHHPHQWV� JR
LQWR�HIIHFW��7KH�SRWHQWLDO�GLVORFDWLRQ�RI�ZRUNHUV� FRXOG�SRVH�D� VHYHUH� HFR�
QRPLF�WKUHDW�WR�PDQ\�UXUDO�DUHDV�RI�.HQWXFN\��6FKLUPHU�	�7D\ORU��������

7RGD\��LQFUHDVLQJO\�VRSKLVWLFDWHG�DQG�DJJUHVVLYH�FLWL]HQ�FRQVXPHUV�DUH
GHPDQGLQJ� KLJKHU� UHWXUQV� RQ
SXEOLF� LQYHVWPHQWV�� ,Q� WKH�GH�
YHORSPHQW�DUHQD��WKHVH�H[SHF�
WDWLRQV� DUH� GLVSODFLQJ� DQG
VXERUGLQDWLQJ�WKH�TXDQWLWDWLYH
DSSURDFK� WKDW� KDV� GRPLQDWHG
IRU� GHFDGHV�� (FRQRPLVWV�� UH�
VHDUFKHUV�� LQGXVWU\� OHDGHUV�
SROLF\PDNHUV�� XQLRQV�� WKH
QHZV� PHGLD�� DQG� RUGLQDU\
FLWL]HQV� KDYH� TXHVWLRQHG� WKH
UHWXUQV�FLWL]HQV�UHDOL]H�IURP�WKH�VXEVLGL]DWLRQ�RI�EXVLQHVV�FRVWV�DV�D�SULQFL�
SDO�GHYHORSPHQW�VWUDWHJ\�

%XVLQHVV� LQWHUHVWV�� UHVHDUFK� KDV� VKRZQ�� KDYH� H[HUWHG� VLJQLILFDQW� LQIOX�
HQFH�RQ�WD[�SROLF\��+DUULVRQ�	�.DQWHU��������$PEURVLXV�DQG�:HOFK�������
WKDW�PD\�EH�HFOLSVLQJ�WKH�EURDG�LQWHUHVWV�RI�FLWL]HQV�DQG�DGYHUVHO\�DIIHFW�
LQJ�LQGLYLGXDO�WD[�EXUGHQV�DQG�LQFRPHV��0DQ\�FLWL]HQV�DQG�SROLF\PDNHUV
DUH�FRQFHUQHG�DERXW�WKH�IXWXUH�LPSOLFDWLRQV�RI�ZLGHO\�XVHG�WD[�LQFHQWLYHV
WKDW� GHIHU� WD[� OLDELOLWLHV� IRU� SUHVFULEHG� SHULRGV� RI� WLPH�� 6RPH� DUJXH� WKDW
RYHU�WKH�ORQJ�WHUP�LQFHQWLYHV�ZLOO�XOWLPDWHO\�VKLIW�WD[�EXUGHQV�WR�LQGLYLGX�
DOV�� VPDOO� EXVLQHVVHV�� DQG� HVWDEOLVKHG� LQGXVWULHV�� FUHDWLQJ� LQHTXLWLHV�

%XVLQHVV�LQWHUHVWV��UHVHDUFK
KDV�VKRZQ��KDYH�H[HUWHG
VLJQLILFDQW�LQIOXHQFH�RQ�WD[
SROLF\�WKDW�PD\�EH�HFOLSVLQJ�WKH
EURDG�LQWHUHVWV�RI�FLWL]HQV�DQG
DGYHUVHO\�DIIHFWLQJ�LQGLYLGXDO
WD[�EXUGHQV�DQG�LQFRPHV�
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VWUDLQLQJ� JRYHUQPHQW·V� DELOLW\� WR� SURYLGH� YLWDO� SXEOLF� VHUYLFHV� DQG� FRP�
SURPLVLQJ�LWV�ILVFDO�LQWHJULW\�

(VWDEOLVKHG�ILUPV�KDYH�DOVR�TXHVWLRQHG�GLVSURSRUWLRQDWH� LQYHVWPHQW� LQ
QHZ�ILUPV�ZKHQ�LQ�VWDWH�ILUPV�DOVR�QHHG�DVVLVWDQFH�LQ�RUGHU�WR�PRGHUQL]H
DQG�FRPSHWH�JOREDOO\��6RPH�DUJXH�WKH\�DUH�SD\LQJ�WKH�ZD\�IRU�QHZ�ILUPV
WKDW� DUH� IDU� OHVV� OLNHO\� WR� EH� DURXQG� IRU� WKH� ORQJ� WHUP�� $� 5KRGH� ,VODQG
VWXG\�� IRU� H[DPSOH�� IRXQG� WKDW� UHORFDWLQJ� RU� PRELOH� ILUPV�� WKRVH� PRVW
OLNHO\� WR� WDNH� DGYDQWDJH� RI� WD[� LQFHQWLYHV�� ZHUH� ��� WLPHV�PRUH� OLNHO\� WR
PRYH�DJDLQ�WKDQ�SODQWV�DOUHDG\�ORFDWHG�LQ�WKH�VWDWH��&LWHG�LQ�6FKZHNH��5LVW
	� 'DEVRQ�� ������� )LUPV� VHHNLQJ� WR� WDNH� DGYDQWDJH� RI� FKHDS� ZDJHV� DQG
FKHDS�ODQG�DUH�PRUH�OLNHO\�WR�EH�OXUHG�DZD\�E\�EHWWHU�´EDUJDLQV�µ�,Q�HIIHFW�
WKH\�ODFN�URRWV�WR�WKH�VWDWH�WKDW�HQWUHSUHQHXULDOLVP�DQG�WKH�GHYHORSPHQW�RI

KLJKO\� VNLOOHG� ZRUN�
IRUFHV� LQ� H[LVWHQW� LQGXV�
WULHV�ZRXOG� EH� IDU�PRUH
OLNHO\�WR�FXOWLYDWH��,I�RXU
SULPDU\� GHYHORSPHQW
IRFXV�FRQWLQXHV�WR�EH�RQ
WKH� ´VXSSO\�VLGH�µ� RQ
UHFUXLWLQJ� PRELOH� ILUPV�
ORQJ�WHUP�JRDOV�FRXOG�EH

XQGHUPLQHG��DV�WKH�OLNHOLKRRG�RI�UHORFDWLRQ�ZLOO�RQO\�LQFUHDVH�ZLWK�WKH�H[�
SDQVLRQ�RI�JOREDO�FRPSHWLWLRQ�

,Q� VSLWH� RI� WKH� FRQWURYHUV\� DERXW� WD[� LQFHQWLYHV�� FRVW�EHQHILW� DQDO\VHV
KDYH�\HW�WR�HPHUJH��:H�NQRZ�YHU\�OLWWOH�QDWLRQDOO\�DERXW�DFWXDO�UHWXUQV�WR
FLWL]HQV³PHDVXUDEOH�LQFUHDVHV� LQ�WKHLU�ZHOO�EHLQJ³ZKR�EHDU�WKH�FRVWV�RI
OXULQJ�LQGXVWULHV�WR�VWDWHV�� ,Q�������(LVLQJHU�REVHUYHG�WKDW�WKH�VSHHG�ZLWK
ZKLFK�VWDWHV�ZHUH�GHYHORSLQJ�QHZ�LQFHQWLYH�SURJUDPV�YLUWXDOO\�SURKLELWHG
FDUHIXO�DQDO\VLV��5HFHQW�DQDO\VHV�VXJJHVW�WKDW�FLUFXPVWDQFHV�KDYH�FKDQJHG
OLWWOH� VLQFH� (LVLQJHU·V� WLPHO\� REVHUYDWLRQ� �,VVHUPDQ�� ������ 6FKZHNH� HW� DO��
�������:KLOH�WKH�SUDFWLFDOLW\�RI�VXFK�DQDO\VHV� LV�FRPSOLFDWHG�E\�WKH�FRQIL�
GHQWLDOLW\�RI�WD[�UHFRUGV�DQG�WKH�ODFN�RI�FRQWLQXLW\�DFURVV�SROLWLFDO�DGPLQL�
VWUDWLRQV�� SURRI� RI� WKHLU� HIILFDF\�PD\� EHFRPH� D� SUH�FRQGLWLRQ� IRU� IXUWKHU
LQYHVWPHQW�

,Q�.HQWXFN\��DOPRVW�QR�LQIRUPDWLRQ�LV�DYDLODEOH�RQ�WKH�FRVWV�RU�EHQHILWV
RI�LQFHQWLYHV�EH\RQG�D�FDVH�VWXG\�RI�WKH�7R\RWD�ORFDWLRQ��ZKLFK�FRQFOXGHV
WKDW� LW� KDV� UHVXOWHG� LQ� EURDG� EHQHILWV� WR� WKH� VWDWH� �+D\ZRRG�� ������� %XW
ODUJH�VFDOH� DXWRPRELOH� LQGXVWU\� ORFDWLRQV� DUH�� DW� EHVW�� UDUH�� 7R� GDWH�� V\V�

$�5KRGH�,VODQG�VWXG\�IRXQG�WKDW
UHORFDWLQJ�RU�PRELOH�ILUPV��WKRVH
PRVW�OLNHO\�WR�WDNH�DGYDQWDJH�RI
WD[�LQFHQWLYHV��ZHUH����WLPHV�PRUH
OLNHO\�WR�PRYH�DJDLQ�WKDQ�SODQWV
DOUHDG\�ORFDWHG�LQ�WKH�VWDWH�
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WHPDWLF� FRVW�EHQHILW� DQDO\VHV� RI� WKH� RXWFRPHV��ZKDW� WKH� FLWL]HQV� RI�.HQWXFN\
UHFHLYH�IRU�WKH�VXEVWDQWLDO�ORQJ�WHUP�LQYHVWPHQW�WKH\�DUH�PDNLQJ�LQ�LQGXV�
WULDO�ORFDWLRQV��GR�QRW�H[LVW��2QO\�SURMHFWLRQV�RI�WKH�PXOWLSOLHU�HIIHFWV�RI�UH�
SRUWHG�MRE�FUHDWLRQV�� WKH�YDOLGLW\�RI�ZKLFK�DUH�WKH�VXEMHFW�RI�GHEDWH��KDYH
EHHQ�SUHSDUHG��,Q�JHQHUDO��DFFRUGLQJ�WR�8QLYHUVLW\�RI�.HQWXFN\�3URIHVVRU
(PHULWXV� (OGRQ�'�� 6PLWK��PXOWLSOLHU� HIIHFWV� DUH� DSSURSULDWH� RQO\� IRU� WKH
GHWHUPLQDWLRQ� RI� VKRUW�WHUP�PDFURHFRQRPLF� HIIHFWV�ZKLOH� ´HFRQRPLF� GH�
YHORSPHQW� LV� D� ORQJ�WHUP�� G\QDPLF�� VRFLR�SROLWLFDO�HFRQRPLF� SURFHVVµ
�6PLWK��������

<HW� YLUWXDOO\� DQ\� H[SHQGLWXUH� RU� ZDLYHU� RI� DQWLFLSDWHG� UHYHQXHV� ZLOO
KDYH�VRPH�FRUUHVSRQGLQJ�PXOWLSOLHU�HIIHFW��7KXV��DQDO\VLV�VKRXOG�IRFXV�RQ
FRVW�HIIHFWLYHQHVV��KRZ�PXFK�´EDQJ�IRU�WKH�EXFNµ�VWDWH�UHFUXLWPHQW�SROLFLHV
DUH�JHWWLQJ��UDWKHU�WKDQ�RQ�DQWLFLSDWHG�FRVWV�DQG�EHQHILWV��:KLOH�GDWD�FRO�
OHFWLRQ�PHWKRGV�KDYH�LPSURYHG�RYHU�WKH�PRVW�UHFHQW�PRQWKV��WKH�VWDWH�HV�
VHQWLDOO\�KDV�QR�UHDO�VHQVH�RI�WKH�ORQJ�WHUP�ILVFDO�LPSDFW�RI�WKH�LQFHQWLYHV
WKDW� KDYH� EHHQ� DQG� FRQWLQXH� WR� EH� DZDUGHG� QRU� WKH� HIILFDF\� RI� WKH� MREV
FUHDWLRQ�VWUDWHJ\�LW�LV�HPSOR\LQJ�

,Q�D������TXDUWHUO\�HFRQRPLF�UHYLHZ�SUHSDUHG�E\�WKH�.HQWXFN\�)LQDQFH
DQG�$GPLQLVWUDWLRQ� &DELQHW·V� 2IILFH� RI� )LQDQFLDO�0DQDJHPHQW� DQG� (FR�
QRPLF�$QDO\VLV�� WKH� WD[� H[SHQGLWXUH� IRU� FRUSRUDWH� LQFRPH� WD[� LQFHQWLYHV
ZDV� HVWLPDWHG� DW� ����PLOOLRQ� IRU� WKH� �������� ELHQQLXP�� 7KH� HVWLPDWH� LQ�
FOXGHG�QR�WD[�FUHGLWV�DZDUGHG�DIWHU�2FWREHU������DQG�QR�DOORZDQFH�IRU�IX�
WXUH� SURMHFWV�� 7KH� &DELQHW� IRU� (FRQRPLF�'HYHORSPHQW�� KRZHYHU�� UHSRUWV
WKDW�RQO\����PLOOLRQ�RI�DOO�WD[�FUHGLWV�DZDUGHG�KDYH�EHHQ�FODLPHG�WR�GDWH�
:KLOH�HYHQ�����PLOOLRQ�UHSUHVHQWV�RQO\�DERXW�����SHUFHQW�RI� WRGD\·V�*HQ�
HUDO� )XQG�� WKH� )LQDQFH� &DELQHW� UHSRUW� QRWHV� WKDW� WKH� FRVW� RI� LQFHQWLYHV
FRXOG�EDOORRQ��´*LYHQ�WKH�����RU����\HDU�OLIHWLPH�RI�WKHVH�FUHGLWV��LW�LV�SRV�
VLEOH�IRU�WKH�FUHGLWV�WR�JURZ�UDSLGO\�RYHU�WKH�QH[W�VHYHUDO�\HDUVµ��.HQWXFN\
)LQDQFH�	$GPLQLVWUDWLRQ�&DELQHW��������

6RPH� VWDWHV� KDYH�PRYHG� WR� HQVXUH� KLJKHU� OHYHOV� RI� DFFRXQWDELOLW\� IRU
LQFHQWLYHV� E\� HQDFWLQJ� ´FODZEDFNVµ� RU� SHUIRUPDQFH� VWDQGDUGV� DLPHG� DW
FROOHFWLQJ�GHIHUUHG� WD[HV�DQG�RU� LQFHQWLYH� H[SHQGLWXUHV�SOXV�SHQDOWLHV� LQ
WKH� HYHQW� RI� DQ� LQGXVWU\·V� IDLOXUH� WR� GHOLYHU� SURPLVHG� ORFDWLRQ� EHQHILWV�
2WKHU�PHDVXUHV� DGRSWHG� LQ� DQ� HIIRUW� WR� HQVXUH� UHWXUQV� RQ� FLWL]HQ� LQYHVW�
PHQWV�DUH�SODQW�FORVLQJ� ODZV�� ULJKW�WR�NQRZ� ODZV��ZKLFK� UHTXLUH�DGYDQFH
HVWLPDWHV�RI� MREV�FUHDWHG�DQG�SHULRGLF�UHSRUWV�RQ�DFWXDO� MREV�FUHDWHG��DQG
SXEOLF�SDUWLFLSDWLRQ�ODZV��ZKLFK�HQVXUH�D�SXEOLF�UROH�LQ�WKH�DZDUGV�RI�ORFD�
WLRQ�LQFHQWLYHV��3HWHUV���������+RZHYHU��8QLYHUVLW\�RI�,RZD�3URIHVVRU�$ODQ
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+�� 3HWHUV� UHSRUWV� WKDW� (XURSHDQ� FODZEDFNV�� RQ�ZKLFK�PDQ\� VWDWH� SURYL�
VLRQV�KDYH�EHHQ�PRGHOHG��DUH�VHOGRP�DSSOLHG�IRU�IHDU�RI�GLVORFDWLQJ�ZRUN�
HUV�� 3HWHUV� VXJJHVWV� WKDW�PRUH� ULJRURXV�SHUIRUPDQFH� JRDOV�� ´WKH� W\SHV� RI
MREV�WR�EH�FUHDWHG�� WKHLU�ZDJHV�� WKH�WLPH�JLYHQ�IRU� MRE�FUHDWLRQ�DQG�UHWHQ�
WLRQ�SHUIRUPDQFH��HWF��µ�DQG�IRUPDO�SURFHGXUHV�IRU�HYDOXDWLQJ�SHUIRUPDQFH
DQG�XWLOL]LQJ�RU�ZDLYLQJ�FODZEDFNV�VKRXOG�EH�DGRSWHG��3HWHUV�������������

(IIRUWV�WR�EULQJ� WKH�H[SORVLRQ�RI�VWDWH�OHYHO� LQFHQWLYHV�� WKH�PRVW� LQYHQ�
WLYH� RI�ZKLFK� DUH� TXLFNO\� QHXWUDOL]HG� DV� RWKHU� VWDWHV� DGRSW� WKHP�� XQGHU
FRQWURO�DUH�PRWLYDWHG�E\�D�VHULHV�RI�FRVWO\��KLJK�SURILOH�UHFUXLWPHQW�LQLWLD�
WLYHV�WKDW�KDYH�JHQHUDWHG�ZLGHVSUHDG�FRQFHUQ�DQG�FDOOV�IRU�XQLODWHUDO�GLV�
HQJDJHPHQW�� 3HQQV\OYDQLD·V� ���� PLOOLRQ� LQ� LQFHQWLYHV� WR� 9RONVZDJHQ� LQ
����� RIIHUV� SHUKDSV� WKH� PRVW� JODULQJ� H[DPSOH� RI� LQGXVWULDO� UHFUXLWPHQW
ZLWK�QR�SD\RII��:LWKLQ�ILYH�\HDUV��KDOI�WKH�SODQW·V�ZRUNIRUFH�KDG�EHHQ�ODLG
RII��ZLWKLQ����\HDUV��WKH�SODQW�ZDV�FORVHG��0DKWHVLDQ���������,Q�WKH�DEVHQFH
RI�V\VWHPV�RI�DFFRXQWDELOLW\�RU�EHQFKPDUNV�IRU�SHUIRUPDQFH��RQO\� WKH� IX�
WXUH�ZLOO�UHYHDO�KRZ�PDQ\�RI�WKH�FRVWO\�LQGXVWULDO�ORFDWLRQV�RI�UHFHQW�\HDUV
KDYH�EURXJKW�UHDO� ORQJ�WHUP�EHQHILWV� WR�ZRUNHUV�� IDPLOLHV��DQG�FRPPXQL�
WLHV�

:ULWLQJ�IRU�WKH�.HQWXFN\�-RXUQDO��'U��-DPHV�5��5DPVH\��D�:HVWHUQ�.HQ�
WXFN\�8QLYHUVLW\�YLFH�SUHVLGHQW� IRU� ILQDQFH�DQG�DGPLQLVWUDWLRQ��SURIHVVRU
RI� HFRQRPLFV�� DQG�DGYLVRU� WR� WKH�*RYHUQRU·V�&RPPLVVLRQ�RQ�7D[�3ROLF\�
REVHUYHV�WKDW�UHOLDQFH�RQ�WD[�LQFHQWLYHV�KDV�DGYDQFHG�LQ�.HQWXFN\�EHFDXVH
WKH�FRVW�EXUGHQ�DVVRFLDWHG�ZLWK�WKHLU�XVH�LV�EHOLHYHG�WR�EH�OHVV�WKDQ�WKDW�RI
RXWULJKW�H[SHQGLWXUHV�IRU�HFRQRPLF�GHYHORSPHQW��'U��5DPVH\�FLWHV�VHYHUDO
LVVXHV�ZKLFK�VXJJHVW�WKLV�FRQFOXVLRQ�PD\�QRW�EH�VRXQG�

• %RWK�DFDGHPLF�UHVHDUFK�DQG�EXVLQHVV�VXUYH\V�KDYH�IRXQG
WKDW�WD[HV�DUH�OHVV�LPSRUWDQW�LQ�EXVLQHVV�ORFDWLRQ�GHFLVLRQV
WKDQ�DUH�PDQ\�RWKHU�FRVW�IDFWRUV��/DERU�IRUFH�TXDOLW\�DQG
SURGXFWLYLW\� KDYH� ULVHQ� WR� WKH� WRS� RI� ORFDWLRQ� FULWHULD� LQ
UHFHQW� \HDUV� >/\QH� DQG� 9HQDEOH�� ����@�� DQG� WUDQVSRUWD�
WLRQ��D�VWURQJ�.HQWXFN\�DVVHW��DOVR�UHPDLQV�NH\�>0LOZDUG
DQG�1HZPDQ������@��

• .HQWXFN\·V�FRPSDUDWLYH�DGYDQWDJH�RYHU�RWKHU�VWDWHV�GXH
WR� ORZ� ODERU� DQG� HQHUJ\� FRVWV�PDNHV� LW� DWWUDFWLYH� WR� DS�
SURSULDWH�LQGXVWULHV��HYHQ�LQ�WKH�DEVHQFH�RI�WD[�LQFHQWLYHV�

• 7D[� LQFHQWLYHV� VKRXOG� RQO\� EH� XVHG� WR� DWWUDFW� LQGXVWULHV
IRU� ZKLFK� WD[� EXUGHQV� DUH� NH\� DQG� LQGXVWULHV� WKDW� ZLOO
FRQWULEXWH� WR� WKH� UHDOL]DWLRQ� RI� D� VWUDWHJLF� HFRQRPLF� GH�
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YHORSPHQW�SODQ��7KH�SULQFLSDO�JRDO�RI�WKH�H[LVWHQW�VWUDWH�
JLF�SODQ�LV�WR�UDLVH�SHU�FDSLWD�LQFRPH����DQG�

• 7D[� LQFHQWLYHV� VKRXOG� EH� XVHG� ZKHQ� WKH\� DUH� FRVW�
HIIHFWLYH��ZKHQ�WKH�JDLQV�UHDOL]HG�E\� ORFDWLRQV�RU�H[SDQ�
VLRQV�H[FHHG�WKH�H[SDQGHG�FRVW�RI�SURYLGLQJ�SXEOLF�VHUY�
LFHV� �5DPVH\�� ������� �5HFHQW� UHVHDUFK� VXJJHVWV� WKDW� WKH
FRVWV�RI� HFRQRPLF�GHYHORSPHQW� LQLWLDWLYHV� LQ�JHQHUDO� DUH
UDUHO\�H[FHHGHG�E\�EHQHILWV�>%DUWLN������@��

:KLOH�� DV� 5DPVH\� QRWHV�� WKH� FRVW� RI� SXEOLF� VHUYLFHV� LV� JHQHUDOO\� PDU�
JLQDO��WRR�PXFK�VXFFHVV�FDQ�FUHDWH�FKDRV��7KH�QHHG�WR�VWULNH�D�FDUHIXO�EDO�
DQFH� EHWZHHQ� WD[� LQFHQWLYHV� RU� FUHGLWV� DQG� WKH� LQFUHDVHG� FRVW� IRU� SXEOLF
VHUYLFHV�UHTXLUHG�E\�DWWHQGDQW�JURZWK�LV�GUDPDWLFDOO\�LOOXVWUDWHG�LQ�WKH�H[�
DPSOH�RI�5LR�5DQFKR��1HZ�0H[LFR��7KLV�$OEXTXHUTXH�VXEXUE�DJJUHVVLYHO\
DQG�VXFFHVVIXOO\�UHFUXLWHG�D�VWUHDP�RI�UHORFDWLQJ�LQGXVWULHV�ZLWK�JHQHURXV
WD[�FUHGLW�SDFNDJHV��DW� OHDVW�RQH�RI�ZKLFK�ZDV� UHSRUWHGO\�GHYHORSHG�DQG
PDUNHWHG� E\� WKH� FRPSDQ\� ZKLFK� EHQHILWHG� IURP� LW�� 1RZ�� 5LR� 5DQFKR
VFKRROV�DUH�RYHUIORZLQJ�LQWR�WHPSRUDU\�VKHOWHUV��DQG�WKH�IXQGV�QHHGHG�WR
DFFRPPRGDWH�ULVLQJ�QHHGV�DUH�QRW�DYDLODEOH�

$V�VWDWH�6HQDWRU�-RVHSK�&DUUDUR�REVHUYHG�LQ�DQ�LQWHUYLHZ�ZLWK�WKH�:DOO
6WUHHW�-RXUQDO��´7KH�JURZWK�KDV�EHHQ�SKHQRPHQDO��EXW�ZH·YH�VHHQ�LW�EORZ
XS� LQ� RXU� IDFHVµ� �7RPVKR�� ������� $ERXW� WKH� FRPPXQLW\·V� SOLJKW�� .HQW
%ULJJV�� D� VHQLRU� IHOORZ� DW� WKH� &HQWHU� IRU� WKH�1HZ�:HVW�� D� 'HQYHU� WKLQN
WDQN��FRQFOXGHV��´:KHQ�\RX�JLYH�D�WD[�DEDWHPHQW�WR�WKH�FRPSDQ\�FRPLQJ
LQ�� HLWKHU� VRPHERG\� HOVH� HQGV� XS� SD\LQJ� KLJKHU� WD[HV� RU� WKH� QHFHVVDU\
SXEOLF�VHUYLFH�LVQ·W�SURYLGHG��$QG�ZKHQ�\RX�GR�LW�LQ�D�ZD\�WKDW�GHSOHWHV
\RXU�DELOLW\�WR�EXLOG�VFKRROV��WKDW·V�QRW�D�JRRG�EDUJDLQµ��7RPVKR��

6WUDWHJLF�5HFUXLWPHQW

,Q�VSLWH�RI�EURDG�EDVHG�REMHFWLRQV�� LQGXVWULDO�UHFUXLWPHQW�DQG�WKH�DUVH�
QDO�RI� LQFHQWLYHV�ZKLFK�KDYH�SUROLIHUDWHG�DUH� OLNHO\� WR�FRQWLQXH�SOD\LQJ�D
UROH� LQ�VWDWH�JRYHUQPHQW�GHYHORSPHQW� LQLWLDWLYHV� IRU�VRPH�WLPH�� ,QGXVWU\
SUHVVXUH�IRU�JRYHUQPHQW�DVVLVWDQFH�ZLWK�EXVLQHVV�FRVWV�KDV�KDG�D�FDWDO\WLF
HIIHFW��SULYDWH�VHFWRU�H[SHFWDWLRQV�DQG�SXEOLF�VHFWRU�ZLOOLQJQHVV�WR�DFFRP�
PRGDWH� WKHP�KDYH� ULVHQ� LQ� V\QFKURQ\�� %HFDXVH� UDSLG� FKDQJH� LV� XQOLNHO\
DQG�ZKDW� LV�JRRG�IRU�DQ� LQGLYLGXDO� ILUP�LV�QRW�QHFHVVDULO\�JRRG�IRU�.HQ�
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WXFN\�� XWLOL]LQJ� LQGXVWULDO� UHFUXLWPHQW� LQFHQWLYHV� MXGLFLRXVO\� WR� OHYHUDJH
RSWLPXP�ORQJ�WHUP�RXWFRPHV�LV�FULWLFDOO\�LPSRUWDQW��SDUWLFXODUO\�IRU�UXUDO
FRPPXQLWLHV�

:KLOH�PDQ\�REVHUYHUV�XUJH�GLVHQJDJHPHQW�IURP�LQGXVWULDO�UHFUXLWPHQW
DOWRJHWKHU��VHFXULQJ�HPSOR\PHQW�IRU�WKH�ODUJH�ORZ�VNLOO�FRPSRQHQW�RI�.HQ�
WXFN\·V� ODERU� IRUFH� LV� D� GLIILFXOW� FKDOOHQJH�� &RQVHTXHQWO\�� LQGXVWULDO� UH�
FUXLWPHQW�PD\� EH� DQ� XQDYRLGDEOH� DQG� HYHQ� LPSRUWDQW� ILUVW� VWHS� WRZDUG
DFKLHYLQJ�D�ULVLQJ�VWDQGDUG�RI� OLYLQJ�LQ�VRPH�GHSUHVVHG�DUHDV��8QLYHUVLW\

RI� .HQWXFN\� 3URIHVVRU
'DYLG� )UHVKZDWHU� RE�
VHUYHV� WKDW� E\� HPSOR\LQJ
PRUH� ORZ�VNLOOHG� ZRUN�
HUV��ZH� FDQ� UHGXFH� OHYHOV
RI� GHSHQGHQF\� DQG� LQ�
FUHDVH� UHYHQXHV� WKDW� HQ�
DEOH� LQYHVWPHQW� LQ� WKH

WRROV�WR�HOHYDWH�OLYLQJ�VWDQGDUGV��´:KHUH�.HQWXFN\�KDV�IDLOHG�LQ�WKH�SDVW�LV
LQ�PDNLQJ� WKH� QH[W� VWHS� DIWHU� UHFUXLWLQJ� ORZ�ZDJH� HPSOR\HUV�µ� REVHUYHV
)UHVKZDWHU��3URIHVVRU�6PLWK��KRZHYHU��FDXWLRQV�WKDW�LQYHVWPHQW�LQ�LQGXV�
WULHV�WKDW�FUHDWH�´FRPSDQ\�WRZQV�µ�ZKLFK�DUH�GRPLQDWHG�E\�D�VLQJOH��ORZ�
ZDJH�LQGXVWU\��LV�SRWHQWLDOO\�LQMXULRXV�WR�WKH�HFRQRPLF�KHDOWK�RI�D�FRPPX�
QLW\�RYHU�WKH�ORQJ�WHUP�

,Q�WKH�DEVHQFH�RI�D�VWUDWHJ\�IRU�UDLVLQJ�ODERU�IRUFH�TXDOLW\�DQG�H[SDQG�
LQJ�WKH�SRRO�RI�TXDOLW\�MREV�LQ�D�ORFDO�HFRQRP\��UHFUXLWPHQW�RI�ORZ�ZDJH�LQ�
GXVWULHV�PD\�RQO\� LQVWLWXWLRQDOL]H� ORZ�ZDJH� MREV�DQG� WKH�SRRU�TXDOLW\�RI
OLIH�WKH\�HQDEOH��5HFUXLWPHQW�VWUDWHJLHV�WKDW�� IRU�H[DPSOH�� OHYHUDJH�KLJKHU
VNLOOV�WKURXJK�LQFHQWLYHV�GHVLJQHG�WR�UHZDUG�WUDLQLQJ�PD\�RIIHU�D�PHDQV�WR
WKH�GHVLUHG�XSZDUG�VSLUDO�RI�GHYHORSPHQW� WKDW�SXEOLF� LQYHVWPHQW�VKRXOG
\LHOG�

,Q�DQ\�HYHQW��LW� LV�ZLGHO\�DJUHHG�WKDW�UHFUXLWPHQW�VKRXOG�SOD\�D�VHFRQ�
GDU\��VWUDWHJLFDOO\�IRFXVHG�UROH�LQ�D�ODUJHU�SODQ�IRU�GHYHORSPHQW�DLPHG�DW
DFKLHYLQJ� ULVLQJ� LQFRPHV� RI� JUHDWHU� HTXDOLW\�� 7KH�&RUSRUDWLRQ� IRU� (QWHU�
SULVH�'HYHORSPHQW�� IRU� H[DPSOH�� UHFRPPHQGV� WKDW� LQGLYLGXDO� LQFHQWLYHV
EH�´VWUDWHJLFDOO\�GHVLJQHGµ�WR�HQODUJH�WKH�HFRQRPLF�SLH�DQG�FDXWLRQV�WKDW�
LQ�RUGHU�WR�EH�EHQHILFLDO�� LQFHQWLYHV�PXVW�ZRUN�WR�FRUUHFW�D�PDUNHW� LPSHU�
IHFWLRQ�� VXFK� DV�KLJK�XQHPSOR\PHQW�� ORZ�ZRUNIRUFH� VNLOOV� RU� LQVXIILFLHQW
FDSLWDO��6FKZHNH��5LVW��	�'DEVRQ���������6PLWK�DGGV�WKDW�LQFHQWLYHV�VKRXOG
DOVR�VHHN�´WR�FRUUHFW�DQ\�SROLWLFDO�LPSHUIHFWLRQ�ZKLFK�OLPLWV�RU�REYLDWHV�FD�

8WLOL]LQJ�LQGXVWULDO�UHFUXLWPHQW
LQFHQWLYHV�MXGLFLRXVO\�WR�OHYHUDJH
RSWLPXP�ORQJ�WHUP�RXWFRPHV�LV
FULWLFDOO\�LPSRUWDQW��SDUWLFXODUO\
IRU�UXUDO�FRPPXQLWLHV�
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SDFLW\� WR�SURYLGH� UHTXLVLWH�GHYHORSPHQW�µ�6WDWHV�DUH�XUJHG� WR�XVH� WD[� LQ�
FHQWLYHV�VHOHFWLYHO\�WR�OHYHUDJH�WKH�KLJKHVW�SRVVLEOH�ORQJ�WHUP�EHQHILWV�DQG
ZHLJK�DQG�FRQVWUXFW�WKHP�FDUHIXOO\�WR�HQVXUH�PD[LPXP�SRVVLEOH�UHWXUQ�RQ
SXEOLF�LQYHVWPHQW�

$� OHJLVODWLYH� UHSRUW� SUHSDUHG� E\� WKH� ,QGLDQD� (FRQRPLF� 'HYHORSPHQW
&RXQFLO��IRU�H[DPSOH��VXJJHVWV�WKDW�LQFHQWLYHV�VKRXOG�EH�UHVHUYHG�IRU�ILUPV
WKDW�HQDEOH�ULVLQJ�OHYHOV�RI�TXDOLW\��ILUPV�WKDW�DUH��IRU�H[DPSOH�

• NQRZOHGJH��RU�VNLOO�LQWHQVLYH�
• KLJK�YDOXH�DGGHG�
• H[SRUW��RU�QHZ�PDUNHW�RULHQWHG�
• FRPPLWWHG�WR�HQYLURQPHQWDO�H[FHOOHQFH�
• LQYHVWRUV�LQ�WKHLU�ZRUNIRUFH��RU�
• V\QHUJLVWLF�ZLWK�RWKHU�ILUPV�LQ�WKH�FRPPXQLW\�RU�UHJLRQ��/DXJK�

OLQ��������
,Q�UXUDO�.HQWXFN\��ILUPV�WKDW�DUH�FRPPLWWHG�WR�SURJUHVVLYH�IDPLO\�SROLFLHV�
WR�FKLOG�FDUH�VHUYLFHV�DQG�EHQHILWV�� IRU�H[DPSOH�� WKDW�HQDEOH�H[SDQGHG�IH�
PDOH� ODERU� IRUFH�SDUWLFLSDWLRQ��RIIHU� DQRWKHU�SRWHQWLDO� WDUJHW� IRU� UXUDO� LQ�
FHQWLYHV�

5HVHDUFKHU�7LPRWK\�-��%DUWLN��D� ORQH�DGYRFDWH�IRU� LQGXVWULDO� LQFHQWLYHV�
VXJJHVWV� WKDW� VXEVLGL]LQJ� EXVLQHVV� FRVWV� KHOSV� PRYH� LQGXVWU\� DQG� MREV
ZKHUH�WKH\�DUH�PRVW�QHHGHG�DQG�KHOSV�ORZHU�FRQVXPHU�FRVWV��,PSRUWDQWO\�
KRZHYHU��%DUWLN� DOVR� FRQFOXGHV� WKDW� WKH� EHQHILWV�ZKLFK� FDQ� EH� OHYHUDJHG
WKURXJK�HFRQRPLF�GHYHORSPHQW�DFWLYLWLHV�LQ�JHQHUDO�DUH�´FORVHO\�EDODQFHGµ
ZLWK�WKH�FRVWV�RI�WKHVH�DFWLYLWLHV��7KH�QHW�EHQHILWV�RI�VXFK�GHYHORSPHQW�HI�
IRUWV�� KH� DGGV�� DUH� JUHDWHVW� LQ� KLJK� XQHPSOR\PHQW� DUHDV�� %\� FRQWUDVW�� LQ
DUHDV�ZLWK�DYHUDJH�XQHPSOR\PHQW�UDWHV��´WKH�GHVLUDELOLW\�RI�DJJUHVVLYHO\
SXUVXLQJ� HFRQRPLF� GHYHORSPHQW� LV� OLNHO\� WR� GHSHQG� RQ� GHVLJQLQJ� SUR�
JUDPV�ZLWK�D�ORZ�FRVW�SHU�MRE�FUHDWHGµ��%DUWLN�������������
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%DUWLN·V� ILQGLQJV��ZKLFK� DUH� EDVHG�XSRQ� DQ� HPSLULFDO� DQDO\VLV� RI� VWDWH
GHYHORSPHQW�SURJUDPV�DQG�HFRQRPLF�RXWFRPHV��VXSSRUW�D�SODFH�RULHQWHG
VWUDWHJ\�WKDW�WDUJHWV�GHYHORSPHQW�LQLWLDWLYHV��LQFOXGLQJ�WKH�VWUDWHJLF�XVH�RI
LQFHQWLYHV��ZKHUH�QHHG�LV�JUHDWHVW�DQG�ZKHUH�UHWXUQV�RQ�SXEOLF�LQYHVWPHQW
DUH�OLNHO\�WR�EH�PXFK�KLJKHU��,Q�.HQWXFN\��QHHG�LV�FOHDUO\�JUHDWHVW�LQ�UXUDO

3XEOLF�3HUVSHFWLYHV�RQ
)RUFHV�$GYDQFLQJ

5XUDO�'HYHORSPHQW�LQ�.HQWXFN\

5HVSRQGHQWV�WR�DQ�LQIRUPDO��RSHQ�HQGHG�VXUYH\�FRQGXFWHG�E\�WKH�.HQWXFN\�/RQJ�
7HUP�3ROLF\�5HVHDUFK�&HQWHU�OLVWHG�IRUFHV�WKH\�YLHZHG�DV� IDFLOLWDWLQJ�RU�DGYDQFLQJ�UXUDO
GHYHORSPHQW��7KH�UHVSRQVHV�LQGLFDWH�VLJQLILFDQW�RSWLPLVP�DERXW�WKH�VWDWH·V�LQYHVWPHQWV
LQ�HGXFDWLRQ�DQG�WUDLQLQJ��0RUH�WKDQ�KDOI�������SHUFHQW��RI�UHVSRQGHQWV�FLWHG�VRPH�DV�
SHFW�RI�HGXFDWLRQ�DV�D�IRUFH�WKH\�H[SHFWHG�WR�DGYDQFH�WKH�GHYHORSPHQW�RI�UXUDO�FRPPX�
QLWLHV� LQ� WKH�VWDWH�� VXJJHVWLQJ�EURDG�EDVHG�SXEOLF�VXSSRUW� IRU� LQYHVWPHQW� LQ�HGXFDWLRQ
DQG�WUDLQLQJ�

,PSRUWDQWO\��QHDUO\�KDOI� ������SHUFHQW��RI� UHVSRQGHQWV�FLWHG�D�QHZ�VW\OH�RI�JRYHUQ�
DQFH��´UHLQYHQWLRQ�������DW�DOO�OHYHOVµ��DQG�SXEOLF�VHFWRU�OHDGHUVKLS�DV�SRVLWLYH�IRUFHV��5H�
VSRQVHV�ZKLFK� IHOO� LQ� WKLV� FDWHJRU\�FRPSULVHG������SHUFHQW�RI� WKH� WRWDO� ����RXW�RI�����
UHVSRQVHV��(LJKWHHQ�RI�WKHVH�UHVSRQVHV�UHIHUUHG�WR� ORFDO�DXWRQRP\�DQG�RU�UHJLRQDOLVP�DV
SRZHUIXO�IRUFHV�IRU�SRVLWLYH�FKDQJH��7KLV�UHVSRQVH�WLHG�ZLWK�.(5$�DV�WKH�VHFRQG�PRVW
IUHTXHQWO\�FLWHG�IRUFH�WKDW�ZLOO�IDFLOLWDWH�UXUDO�GHYHORSPHQW��,W�ZDV�IROORZHG�E\�D�UDQJH
RI� UHVSRQVHV�� LQFOXGLQJ� ORQJ�WHUP� SODQQLQJ�� TXDOLW\� SXEOLF� OHDGHUVKLS�� SXEOLF�SULYDWH
SDUWQHUVKLSV��LQWHUJRYHUQPHQWDO�FRRSHUDWLRQ�DQG�HWKLFV�UHIRUP�

1HDUO\����SHUFHQW�������SHUFHQW��RI�UHVSRQGHQWV�UHIHUUHG�WR�WKH�JUDVVURRWV�VWUHQJWKV
RI�UXUDO�SHRSOH�DQG�UXUDO�RUJDQL]DWLRQV�DV�SRVLWLYH�IRUFHV��LQGLFDWLQJ�D�KLJK�OHYHO�RI�FRQ�
ILGHQFH�LQ�WKH�DELOLW\�RI� UXUDO�FRPPXQLWLHV� WR�VROYH� WKHLU�RZQ�SUREOHPV��5HIHUHQFHV� WR
FLWL]HQ�YDOXHV�� WKH� UXUDO�ZRUN�HWKLF�DQG� WKH� VWUHQJWK�RI� UXUDO�SHRSOH� URXQGHG�RXW� WKLV
FDWHJRU\�

$ERXW�RQH�WKLUG�����SHUFHQW��RI�UHVSRQGHQWV�UHIHUUHG�WR�DGYDQFHV�LQ�LQGXVWULDO�DQG
EXVLQHVV� GHYHORSPHQW�� 7KHVH� UHVSRQVHV� LQFOXGHG� UHIHUHQFHV� WR� HFRQRPLF� DQG� DJULFXO�
WXUDO�GLYHUVLW\��H[SDQGHG�GHYHORSPHQW�LQ�JHQHUDO�� WKH�LQIOXHQFH�RI� LQFHQWLYHV��DQG�WKH
WRXULVP�LQGXVWU\�

1HDUO\�DV�PDQ\�UHVSRQGHQWV�������SHUFHQW��FLWHG�TXDOLW\�RI�OLIH�IDFWRUV�WKH\�H[SHFWHG
WR�SRVLWLYHO\� LQIOXHQFH� UXUDO�GHYHORSPHQW�RYHU� WKH� ORQJ� WHUP�� ,PSRUWDQWO\��PRUH� WKDQ
RQH�WKLUG�RI�WKHVH�UHVSRQVHV�UHIHUUHG�WR�FRPPXQLW\�VSLULW�DQG�FXOWXUDO�SULGH�DV�LQGLJH�
QRXV� VWUHQJWKV� WKDW�ZRXOG� KHOS� FRPPXQLWLHV� EXLOG� IURP�ZLWKLQ�� 2WKHU� UHVSRQVHV� LQ�
FOXGHG�UHIHUHQFHV� WR�TXDOLW\�KHDOWK� FDUH�DQG�FKLOG�FDUH�� WKH� ORZ�FRVW�RI� OLYLQJ� LQ� UXUDO
DUHDV��TXDOLW\�RI�OLIH�LQ�JHQHUDO�DQG�ORZ�FULPH�UDWHV��)LQDOO\�������SHUFHQW�RI�UHVSRQGHQWV
FLWHG�.HQWXFN\·V�QDWXUDO�UHVRXUFHV�DQG�HQYLURQPHQW�ZKLOH������SHUFHQW�RI�UHVSRQGHQWV
YLHZHG�DGYDQFHV�LQ�LQIUDVWUXFWXUH�DV�VWUHQJWKV�WKDW�ZRXOG�HQDEOH�UXUDO�GHYHORSPHQW�
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DUHDV��,Q�WKH�FRQWH[W�RI�ODUJHU�JRDOV��QDPHO\�WKDW�RI�DFKLHYLQJ�JUHDWHU�SURV�
SHULW\�DV�PHDVXUHG�E\�ULVLQJ�LQFRPHV�RI�LQFUHDVLQJ�HTXDOLW\��LQGXVWULDO�UH�
FUXLWPHQW� FRXOG�SOD\� D� VWUDWHJLF�� DOEHLW� VHFRQGDU\�� UROH�� 7KH� IRFXV� RI� WKH
.HQWXFN\� 5XUDO� (FRQRPLF� 'HYHORSPHQW� $XWKRULW\� RQ� KLJK� XQHPSOR\�
PHQW� FRXQWLHV�� IRU� H[DPSOH�� RIIHUV� WKH� RSSRUWXQLW\� IRU�KLJKHU� UHWXUQV� RQ
SXEOLF�LQYHVWPHQW��$OLJQHG�ZLWK�WKH�ORQJ�WHUP�JRDO�RI�DFKLHYLQJ�ULVLQJ�LQ�
FRPHV�DQG�ULVLQJ�VWDQGDUGV�RI�OLYLQJ��WDUJHWHG�UHFUXLWPHQW�LQLWLDWLYHV�FRXOG
KHOS� OHYHUDJH� DQ� XSZDUG� VSLUDO� RI� GHYHORSPHQW� LQ� UXUDO� FRXQWLHV�ZKHUH
SRYHUW\� DQG� MREOHVVQHVV� FRQWLQXH� WR� EH�ZLGHVSUHDG��+RZHYHU�� LQGXVWULDO
UHFUXLWPHQW� VKRXOG�RQO\�VHUYH� WR�DGYDQFH� WKH� ODUJHU�JRDO�RI�EXLOGLQJ� WKH
FDSDFLW\�RI�FRPPXQLWLHV�WR�FRPSHWH�DQG�SURVSHU�

,I�� DV� VXJJHVWHG� E\�86'$� UHVHDUFKHUV� -�� 1RUPDQ� 5HLG� DQG� 'DYLG�:�
6HDUV��GHYHORSPHQW�LV�´IXQGDPHQWDO�DQG�VXVWDLQDEOH�LQFUHDVHV�LQ�WKH�SUR�
GXFWLYLW\� RI� LQGLYLGXDOV� DQG� LQVWLWXWLRQV� �6HDUV� 	� 5HLG�� ������ ��µ� DV� RS�
SRVHG� WR� VLPSOH� JURZWK�� WKH� DGRSWLRQ� RI� TXDOLWDWLYH� DSSURDFKHV� WR
GHYHORSPHQW� LV�FULWLFDO� WR�WKH�IXWXUH�RI�UXUDO�FRPPXQLWLHV��/DUJHU� WUHQGV�
KLVWRULFDO�H[SHULHQFH��DQG�D�JURZLQJ�ERG\�RI�UHVHDUFK�VXJJHVW�WKDW�GHYHO�
RSPHQW�VWUDWHJLHV� IRFXVHG�VROHO\�RQ� LQGXVWULDO� UHFUXLWPHQW�DQG� MREV�FUHD�
WLRQ� KDYH� QRW� \LHOGHG� EURDG� EHQHILWV� IRU� UXUDO� SHRSOH� DQG� SODFHV�
0RUHRYHU��EXLOGLQJ� WKH� FDSDFLW\�RI� UXUDO� ILUPV�� FRPPXQLWLHV�� DQG�SHRSOH
IURP�ZLWKLQ�LV� IDVW�EHLQJ�UHFRJQL]HG�DV� WKH�PRVW�YLDEOH�VWUDWHJ\�IRU�UXUDO
GHYHORSPHQW�� ,W� RIIHUV� WKH�SRWHQWLDO� IRU� D�KLJKHU� UHWXUQ�RQ�SXEOLF� LQYHVW�
PHQW�DW�ZKDW�PD\��RYHU� WKH� ORQJ�WHUP��SURYH� WR�EH�D� IDU� ORZHU�FRVW� WKDQ
WKDW�H[DFWHG�E\�LQGXVWULDO�UHFUXLWPHQW��,Q�SUHGRPLQDQWO\�UXUDO�.HQWXFN\��D
GHYHORSPHQW� VWUDWHJ\� WKDW� RIIHUV� HQKDQFHG� UXUDO� GHYHORSPHQW� RXWFRPHV
FRPSHOV�WKH�DGRSWLRQ�RI�D�QHZ�IRFXV��VWUXFWXUH��DQG�VHUYLFHV� WKDW�HQJDJH
DQG�HPSRZHU�UXUDO�SHRSOH�DQG�LQVWLWXWLRQV�
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1HZ�2OG�7UXWKV

*UDGXDOO\�� GHYHORSPHQW� WKHRU\� DQG� SUDFWLFH� DUH� UHWXUQLQJ� WR� WKH� UH�
VWRUDWLYH�SRZHUV�RI�EURDG�FLYLF�HQJDJHPHQW��7KH�ORQJ�WHUP�H[SHULHQFHV�RI
7XSHOR�DQG�WKH�UHJLRQV�RI�QRUWKHUQ�,WDO\�GUDPDWLFDOO\�LOOXVWUDWH�WKH�SRZHU
RI� WKLV� QHZ� DSSOLFDWLRQV� RI� WLPHOHVV� WUXWKV��0RUHRYHU�� WKH� OHVVRQV� RI� RU�
JDQL]DWLRQDO� FKDQJH� KDYH� VKRZQ� KRZ� OLJKW� DQG� PDQDJHDEOH� EURDGO\
VKDUHG�EXUGHQV�FDQ�LQGHHG�EHFRPH�

7RGD\��RQO\�D�GZLQGOLQJ�SRRO�RI� VWXEERUQ�EHOLHYHUV� FRQWHQGV� WKDW� QD�
WLRQDO�RU�VWDWH�JRYHUQPHQW�FDQ�RU�VKRXOG�EH�H[SHFWHG�WR�VROYH�HYHU\�SURE�
OHP��,QVWHDG��WKH�UROHV�RI�QDWLRQDO�DQG�VWDWH�JRYHUQPHQW�DUH�VKLIWLQJ�WR�WKDW
RI�IDFLOLWDWRUV�RU�DJHQWV�RI�FKDQJH�ZKLFK�HQDEOH�FRPPXQLWLHV�WR�EXLOG�WKH
FDSDFLW\� WR� GR� IRU� WKHPVHOYHV�� $V� IRUPHU� VWDWH� UHSUHVHQWDWLYH� %LOO� /HDU
QRWHG�DW�D������%HUHD�FRQIHUHQFH�RQ�UXUDO�GHYHORSPHQW�� ´>(@FRQRPLF�GH�
YHORSPHQW�LV�D�VHOI�KHOS�H[HUFLVHµ��/HDU��������

7KLV�UHDOL]DWLRQ��*DUNRYLFK�VXJJHVWV��LV�RQH�ZKLFK�KDV�FRPH�IXOO�FLUFOH�
)RU�D�WLPH��HPSKDVLV�RQ�FLYLF�HQJDJHPHQW�DQG�FRPPXQLW\�FDSDFLW\�IDGHG
DV� WKH�ZRUN�RI�GHYHORSPHQW�EHFDPH�KLJKO\�SURIHVVLRQDOL]HG�DQG�FHQWUDO�
L]HG��7KLV�IRFXV��*DUNRYLFK�REVHUYHG�LQ�D������SUHVHQWDWLRQ��ZDV�JURXQGHG
LQ�WUDGLWLRQDO�EHOLHIV�LQ�LQGLYLGXDOLVP��FRPSHWLWLRQ��DQG�HFRQRPLF�JURZWK
DV�WKH�PHDQV�WR�SURJUHVV��+RZHYHU��WKH�SURJUDPV�DQG�SROLFLHV�VSDZQHG�E\
WKHVH�EHOLHIV�FLUFXPVFULEHG�´RSWLRQV�IRU�DFWLRQ�RU�LQWHUYHQWLRQµ��1&5&5'�
�������:KDW�1RUWKZHVWHUQ�8QLYHUVLW\�3URIHVVRU�-RKQ�0F.QLJKW�FDOOV�´GLV�
DEOLQJ� KHOSµ� HIIHFWLYHO\�ZHDNHQHG� DQG� HYHQ� QHXWUDOL]HG� WKH� LQWHUQDO� FD�
SDFLW\�RI�FRPPXQLWLHV��GLPLQLVKLQJ�WKHLU�DELOLW\�WR�FRSH�ZLWK�FKDQJH�DQG
FRQVWUXFW� DOWHUQDWLYH� URXWHV� WR� SURVSHULW\�� ,Q� RUGHU� WR� UHYLWDOL]H� UXUDO
FRPPXQLWLHV�� *DUNRYLFK� UHFRPPHQGV�� ´GHYHORSPHQW� SROLFLHV� DQG� SUR�
JUDPV� WKDW� HQFRXUDJH� FROODERUDWLRQ� DQG� EURDGHU� XQGHUVWDQGLQJ� RI� FLYLF
UHVSRQVLELOLW\µ��1&5&5'��������

7R�DFFRPPRGDWH�WKLV�HQULFKHG�XQGHUVWDQGLQJ�RI�GHYHORSPHQW��WKH�UROH
RI� JRYHUQPHQW³VWDWH� DQG� ORFDO�PXVW� VKLIW� DZD\� IURP� D� SURIHVVLRQDO�
FRPPDQG�DQG�FRQWURO�PRGHO�WR�RQH�WKDW�IDFLOLWDWHV��VXSSRUWV�DQG�QXUWXUHV
FLYLF�HQJDJHPHQW�LQ�FRPPXQLW\�EXLOGLQJ��6LJQLILFDQWO\��WKH�(FRQRPLF�'H�
YHORSPHQW� &DELQHW·V� VWUDWHJLF� SODQQLQJ� LQLWLDWLYH� KDV� EHJXQ� WR� DGYDQFH
WKLV�NH\�FRQFHSW��HQJDJLQJ�SHRSOH�DFURVV�WKH�VWDWH�LQ�WKH�ZRUN�RI�VKDSLQJ
WDFWLFV�WR�H[HFXWH�D�ORQJ�UDQJH�SODQ�IRU�GHYHORSPHQW��0RUHRYHU��WKH�SODQ·V
H[SUHVVHG� HPSKDVLV� RQ� H[LVWHQW� EXVLQHVV� DQG� LQGXVWU\� DWWHPSWV� WR� IRFXV
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WKH� VWDWH·V� GHYHORSPHQW� HQHUJLHV� RQ� FXOWLYDWLQJ� WKH� LQWHUQDO� FDSDFLW\� WR
FRPSHWH�HIIHFWLYHO\�LQ�D�JOREDO�PDUNHWSODFH��3URJUDPV�DGPLQLVWHUHG�E\�WKH
&DELQHW·V� &RPPXQLW\� 'HYHORSPHQW� 'HSDUWPHQW� DQG� DGYDQFHG� E\� WKH
ZRUN� RI� WKH�&DELQHW�OHG� WDFWLF� WHDPV� DOVR� IRFXV� RQ� EXLOGLQJ� FRPPXQLW\�
OHYHO�VXSSRUW� IRU� ORFDO� LQGXVWU\��HQKDQFLQJ�FRPPXQLW\� UHFUXLWPHQW�FDSD�
ELOLWLHV��DQG�HVWDEOLVKLQJ�LQGXVWULDO�QHWZRUNV�

0DQ\� UHVSRQGHQWV� WR� D� /RQJ�7HUP� 3ROLF\� 5HVHDUFK� &HQWHU� VXUYH\� RI
UXUDO�GHYHORSPHQW�SUDFWLWLRQHUV�DQG�REVHUYHUV�QRWHG�WKDW�WUHPHQGRXV�XQ�
UHDOL]HG� KXPDQ� DQG� LQVWLWXWLRQDO� SRWHQWLDO� H[LVWV� WKURXJKRXW� UXUDO� .HQ�
WXFN\��+HQFH��WKH�GHYHORSPHQW�RI�OHDGHUVKLS��VWURQJ�FRPPXQLW\�LGHQWLW\�
HPHUJLQJ� ORFDO� DQG� UHJLRQDO� RUJDQL]DWLRQV�� DQG� ULVLQJ� HGXFDWLRQDO
DFKLHYHPHQW�DUH�YLHZHG�DV�FRUH�VWUHQJWKV�WKDW�ZLOO�DGYDQFH�IXWXUH�GHYHO�
RSPHQW��2QH�UHVSRQGHQW�FLWHV�´DQ�XQWDSSHG�SRRO�RI�FLWL]HQV�ZLWK�GLYHUVH
OHDGHUVKLS� DQG�SUREOHP�VROYLQJ� VNLOOV� WR� EULQJ� WR� WKH� GHYHORSPHQW� SURF�
HVVµ�DV�D� IRUFH� WKDW�ZLOO�ZRUN� WR� LPSURYH� IXWXUH�SURVSHFWV� IRU� UXUDO�.HQ�
WXFN\�� %URDGO\�� WKHVH� UHVSRQVHV� VXJJHVW� WKDW� WKH� FKDOOHQJH� RI� UXUDO
GHYHORSPHQW� LQ� .HQWXFN\�� RQ� ZKLFK� WKLV� HVVHQWLDOO\� UXUDO� VWDWH·V� IXWXUH
GHSHQGV�� LV� RQH� RI� H[SDQGLQJ
NQRZOHGJH� DQG� XQGHUVWDQGLQJ� RI
WKH� FKDQJHV� WKDW� OLH� DKHDG� DQG
EXLOGLQJ� WKH� FDSDFLW\� WR� VXFFHVV�
IXOO\�QDYLJDWH�WKHP�

:KLOH� WKH� IRUPDO� GHYHORSPHQW
SROLFLHV� DQG� SURJUDPV� RI� JRYHUQ�
PHQW�KDYH�D�ORQJ�ZD\�WR�JR�EHIRUH
IXOO\�DFFRPPRGDWLQJ�WKLV�HYROXWLRQ
RI� XQGHUVWDQGLQJ� DERXW� WKH� IRUFHV
WKDW�HQDEOH�GHYHORSPHQW��WKH�ZHLJKW�RI�HYLGHQFH�IDYRULQJ�WKLV�VWUDWHJ\�DV�D
SULPDU\� IRFXV�� SDUWLFXODUO\� LQ� D� SUHGRPLQDQWO\� UXUDO� VWDWH� VXFK� DV� .HQ�
WXFN\��LV�FRQVLGHUDEOH��0RUHRYHU��LQ�DQ�HUD�RI�GLPLQLVKLQJ�JRYHUQPHQW�UH�
VRXUFHV� DQG� HVFDODWLQJ� GHPDQGV� IRU� VHUYLFHV�� EURDG� HQJDJHPHQW� LQ
SUREOHP�VROYLQJ�RIIHUV�D�FRVW�HIIHFWLYH�PHDQV�WR�FORVLQJ�UHVRXUFH�JDSV�

,Q�DQ�HUD�RI�GLPLQLVKLQJ
JRYHUQPHQW�UHVRXUFHV�DQG
HVFDODWLQJ�GHPDQGV�IRU
VHUYLFHV��EURDG�HQJDJHPHQW
LQ�SUREOHP�VROYLQJ�RIIHUV�D
FRVW�HIIHFWLYH�PHDQV�WR
FORVLQJ�UHVRXUFH�JDSV�
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6RFLDO�&DSLWDO�
&DSDFLW\�DQG�:HDOWK

)URP�UHFHQW�UHVHDUFK�DERXW�ODUJHU�FXOWXUHV��ZH�OHDUQ�WKDW�WKH�´ROG�ZLQHµ�WKDW� LV�EHLQJ
EURXJKW�WR�WKH�QHZ�WDEOH�RI�GHYHORSPHQW� LQGHHG� LPSURYHV�ZLWK�DJH�DQG�\LHOGV�UDGLDWLQJ
DQG� HQGXULQJ� EHQHILWV� WKDW� VKRXOG� FRPSHO� XV� WR� DFW�� 7KH� VWRU\� RI� 7XSHOR�� 0LVVLVVLSSL�
ZKLFK�ZH�GHWDLO�� LOOXVWUDWHV� WKH�EURDG�VRFLDO�DQG�HFRQRPLF�EHQHILWV� WKDW� LVVXH� IURP�D�VXV�
WDLQHG�FRPPLWPHQW�WR�SDUWLFLSDWRU\�GHPRFUDF\�DQG�FLYLF�HQJDJHPHQW��)URP�+DUYDUG�8QL�
YHUVLW\�3URIHVVRU�5REHUW�'��3XWQDP·V����\HDU�ORQJ�VWXG\�RI� ,WDOLDQ�UHJLRQDO�JRYHUQPHQWV�
ZH�OHDUQ�WKDW�FLYLF�HQJDJHPHQW�RU�VRFLDO�FDSLWDO��WKH�LQFUHPHQWDO�ZHDOWK�JHQHUDWHG�E\�EURDG
SDUWLFLSDWLRQ�LQ�WKH�DFKLHYHPHQW�RI�VKDUHG�JRDOV��LV�WKH�PRVW�VLJQLILFDQW�SUHGLFWRU�RI�TXDOLW\
JRYHUQPHQW�DQG�SURVSHULW\�

,Q� UHJLRQV�3XWQDP�FKDUDFWHUL]HV� DV� ´XQFLYLF�µ� FLWL]HQVKLS�ZDV� IRXQG� WR�EH� ´VWXQWHG�µ
IHZ�ZHUH�HQJDJHG� LQ�VRFLDO�DQG�FXOWXUDO�DVVRFLDWLRQV��DQG�SROLWLFDO�DSDWK\�ZDV�FRPPRQ�
SODFH�� ,Q� VKDUS�FRQWUDVW�� WKRVH� UHJLRQV�ZLWK� ORQJ��ERXQWLIXO�KLVWRULHV� RI� FLYLF� HQJDJHPHQW
KDG� HIIHFWLYHO\� FUHDWHG� ´FXOWXUDO� WHPSODWHV�µ� DFFHSWHG� QRUPV� RI� EHKDYLRU� WKDW� SURGXFHG
UHPDUNDEOH� ORQJ�WHUP� EHQHILWV�� ´6WRFNV� RI� VRFLDO� FDSLWDO�� VXFK� DV� WUXVW�� QRUPV�� DQG� QHW�
ZRUNV��WHQG�WR�EH�VHOI�UHLQIRUFLQJ�DQG�FXPXODWLYH��6XFFHVVIXO�FROODERUDWLRQ�LQ�RQH�HQGHDYRU
EXLOGV�FRQQHFWLRQV�DQG�WUXVW³VRFLDO�DVVHWV�WKDW�IDFLOLWDWH�IXWXUH�FROODERUDWLRQ�LQ�RWKHU��XQ�
UHODWHG�WDVNV��$V�ZLWK�FRQYHQWLRQDO�FDSLWDO��WKRVH�ZKR�KDYH�VRFLDO�FDSLWDO�WHQG�WR�DFFXPX�
ODWH�PRUH³WKHP�DV�KDV��JHWVµ��3XWQDP������������

7KH�FXPXODWLYH�HIIHFW�RI�SURWUDFWHG�F\FOHV�RI�JLYLQJ�DQG�UHFHLYLQJ�LV��3XWQDP�REVHUYHV
LQ�DQ�HVVD\�DERXW�WKH�VWXG\��D�JHQHUDOL]HG�UHFLSURFLW\�WKDW�´VHHPV�WR�EH�D�SUHFRQGLWLRQ�IRU
HFRQRPLF� GHYHORSPHQW�� DV�ZHOO� DV� IRU� HIIHFWLYH� JRYHUQPHQWµ� �3XWQDP�� ������ ����� ´7KHVH
FRPPXQLWLHV� GLG� QRW� EHFRPH� FLYLF� VLPSO\� EHFDXVH� WKH\�ZHUH� ULFK�� 7KH� KLVWRULFDO� UHFRUG
VWURQJO\�VXJJHVWV�SUHFLVHO\�WKH�RSSRVLWH��7KH\�KDYH�EHFRPH�ULFK�EHFDXVH�WKH\�ZHUH�FLYLFµ
�3XWQDP��

5HFHQW�UHVHDUFK�LQWR�WKH�FRQGLWLRQV�WKDW�\LHOGHG�WKH�SKHQRPHQDO�H[SRUW�JURZWK�RI�7DL�
ZDQ�DQG�6RXWK�.RUHD�DOVR�VXJJHVWV�WKDW�WKH�IXQGDPHQWDO�FDSDFLW\�RI�D�FRPPXQLW\��VWDWH�RU
QDWLRQ�LV�D�YLWDO�SUHFXUVRU�WR�GHYHORSPHQW��3URIHVVRU�'DQL�5RGULN��D�&ROXPELD�8QLYHUVLW\
HFRQRPLVW��FRQFOXGHV�WKDW�WKH�´UHODWLYHO\�VNLOOHG�DQG�HGXFDWHG�ZRUNIRUFHµ�SUHVHQW�LQ�ERWK
7DLZDQ�DQG�.RUHD�ZDV�´D�QHFHVVDU\�FRQGLWLRQµ�WKDW�HQDEOHG�WKHVH�3DFLILF�5LP�QDWLRQV� WR
FRPSHWH�VR�VXFFHVVIXOO\�LQ�WKH�ZRUOG�HFRQRP\�

5RGULN� DOVR� FRQFOXGHV� WKDW� UHODWLYH� LQFRPH� HTXDOLW\� ZDV� DQ� LPSRUWDQW� SUH�FRQGLWLRQ
WKDW�HQDEOHG�SROLWLFDO�OHDGHUV�WR�IRFXV�RQ�HFRQRPLF�JURZWK��D�FLUFXPVWDQFH�WKDW�RWKHUZLVH
ZHOO�SRVLWLRQHG�/DWLQ�$PHULFDQ�QDWLRQV�GLG�QRW�VKDUH��5RGULN����������� ,QFRPH�LQHTXDOLW\�
LV�QRZ�ZRUVH�LQ�WKH�8QLWHG�6WDWHV�WKDQ�LQ�DQ\�RWKHU�LQGXVWULDOL]HG�QDWLRQ��%UDGVKHU��������
D� FLUFXPVWDQFH� WKDW� PDQ\� IHDU� ZLOO� XOWLPDWHO\� UHVXOW� LQ� VRFLDO� DQG� HFRQRPLF� LQVWDELOLW\�
:LGHQLQJ�LQHTXDOLW\�SODFHV�FULWLFDOO\�LPSRUWDQW�WUDLQLQJ�DQG�HGXFDWLRQ�RXW�RI�WKH�UHDFK�RI
WKRVH�ZKR�PRVW�QHHG�LW��:ROII���������(YHQWXDOO\��WKH�UHVXOWDQW�ORVW�SURGXFWLYLW\�LV�H[SHFWHG
WR�H[DFW�VRFLHWDO�FRVWV�WKDW�ZLOO�DIIHFW�YLUWXDOO\�HYHU\RQH�

5RGULN� FRQFOXGHV� WKDW� DQ� H[SRUW�RULHQWDWLRQ� LV� VLPSO\� QRW� HQRXJK�� ,QVWHDG�� LQWHUQDO
FDSDFLW\�HQDEOHV�VXFFHVVIXO�PRYHPHQW�LQWR�WKH�ZRUOG�HFRQRP\��%XLOGLQJ�VXFK�FDSDFLW\��D
FKDOOHQJH�ZKLFK�LV�IDFLOLWDWHG�DQG�SURSHOOHG�E\�ULVLQJ� OHYHOV�RI�VRFLDO�FDSLWDO�� LV�FHQWUDO� WR
WKH�JRDO�RI�GHYHORSLQJ�UXUDO�.HQWXFN\��,I�ZH�UHFRJQL]H�GHYHORSPHQW�DV�ULVLQJ�OHYHOV�RI�LQ�
FRPH��SURGXFWLYLW\��FDSDELOLW\��DQG�HTXLW\��5RGULN·V�UHVHDUFK�VWURQJO\�VXJJHVWV�WKDW�QHLWKHU
MREV�FUHDWLRQ�QRU�H[SRUW�RULHQWDWLRQ�DORQH�ZLOO�DFKLHYH�LW��,QVWHDG��ZH�PXVW�KRQH�WKH�FDSDF�
LW\��WKH�FDSDELOLWLHV�RI�LQGLYLGXDOV��HQWHUSULVHV��HQWUHSUHQHXUV��RUJDQL]DWLRQV��FRPPXQLWLHV�
DQG�HYHQ�HQWLUH�UHJLRQV��LI�ZH�DUH�WR�UHDOL]H�WKH�IXOO�SRWHQWLDO�RI�HQJDJHPHQW�LQ�WKH�ZRUOG
HFRQRP\�DQG�WKH�FULWLFDO�JRDOV�RI�GHYHORSLQJ�UXUDO�.HQWXFN\�
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'HVSLWH�JRYHUQPHQW·V�UHODWLYH�VORZQHVV�WR�EHFRPH�EURDGO\�HQJDJHG� LQ
WKLV�ZRUN��WUHPHQGRXV�HQHUJ\�LV�EHLQJ�IRFXVHG�RQ�EXLOGLQJ�ORFDO�FDSDFLW\�
,QGHHG�� VRPH� VXJJHVW� WKDW� ´D� TXLHW� UHYROXWLRQµ� WR� UHEXLOG� FRPPXQLW\� LV
ZHOO� XQGHUZD\�� 5LFKPRQG�� 9LUJLQLD�� &LW\�0DQDJHU� 5REHUW� &�� %REE� VXJ�
JHVWV�WKDW�HIIRUWV�OLNH�KLV�FLW\·V�1HLJKERUKRRG�7HDP�3URFHVV��ZKLFK�EHJDQ
HQJDJLQJ�FLWL]HQV�LQ�SODQQLQJ�DQG�SUREOHP�VROYLQJ�LQ�������DUH�VXFFHHGLQJ
EHFDXVH� WKH\�SXW�´�� �� �� FLWL]HQV�ZKHUH� WKH\�EHORQJ� LQ�D�GHPRFUDF\�� DW� WKH
GHFLVLRQ�PDNLQJ�WDEOHµ��-RKQVRQ��&����������$V�-RKQ�:��*DUGQHU��&KDLUPDQ
RI�WKH�1DWLRQDO�&LYLF�/HDJXH��REVHUYHV�

������WKH�SURFHVVHV�RI�UHQHZDO�DUH�RFFXUULQJ�ZLWK�JUHDW�YLWDOLW\�RXW
DQG�DURXQG�WKH�FRPPXQLWLHV�RI�WKLV�FRXQWU\��)URP�FRPPXQLW\�GH�
YHORSPHQW�FRUSRUDWLRQV� WR� FRPPXQLW\�SROLFLQJ�SURJUDPV�� FLWL]HQV
WKHPVHOYHV� DUH� DVVXPLQJ� D� JUHDWHU� VKDUH� RI� WKH� LQLWLDWLYH� DQG� UH�
VSRQVLELOLW\�IRU�VRFLDO�SUREOHP�VROYLQJ��7KH�PRVW�VXFFHVVIXO�LQQRYD�
WLRQV�� KRZHYHU�� WHQG� WR� EH� FROODERUDWLYH� HIIRUWV�� GUDZLQJ� RQ� DQG
OHYHUDJLQJ� VXSSRUW� IURP� WKH� SXEOLF�� SULYDWH� DQG� QRQSURILW� VHFWRUV
�*DUGQHU������������

,Q�UXUDO�$PHULFD��HFRQRPLF�GLVORFDWLRQ�KDV�PRWLYDWHG�PDQ\�FRPPXQL�
WLHV� WR�DFW� LQ� WKHLU�RZQ�VHOI�LQWHUHVW��'XULQJ� WKH�����V�� WKH� IDUP�FULVLV��GL�
PLQLVKLQJ� UHWXUQV� IURP� LQGXVWULDO� ORFDWLRQV� DQG� DQ� HURVLRQ� RI� IHGHUDO
VXSSRUW� KHLJKWHQHG� D� VHQVH� RI� FULVLV��$GGLWLRQDOO\�� WKH� HIIHFWV� RI� MRE� GLV�
SODFHPHQW�ZHUH� IHOW� IDU�PRUH� VKDUSO\� E\� UXUDO�ZRUNHUV��ZKR�ZHUH�PRUH
OLNHO\� WKDQ�XUEDQ�ZRUNHUV� WR� ORVH� WKHLU� MREV�� WR� UHPDLQ� MREOHVV� IRU� ORQJHU
SHULRGV�RI� WLPH�� DQG� WR� H[SHULHQFH� D� VHYHUH� ORVV� RI� HDUQLQJV� �3RGJXUVN\�
������� 7RGD\�� WKH� JOREDOL]DWLRQ� RI� WKH� HFRQRP\� SRVHV� QHZ� HFRQRPLF
WKUHDWV�IRU�UXUDO�ZRUNHUV��ORFDO�ILUPV�IDFH�VWLIIHU�FRPSHWLWLRQ�IURP�DEURDG�
DQG�HQWLUH�LQGXVWULHV�FRQWLQXH�WR�PRYH�RIIVKRUH�LQ�SXUVXLW�RI� ORZHU�ODERU
FRVWV��:KLOH�WKH�VHQVH�RI�FULVLV�WKDW�XVXDOO\�FRPSHOV�FRPPXQLWLHV�WR�DFW�KDV
GLPLQLVKHG� LQ� WKH� SUHVHQW� UREXVW� HFRQRP\�� GHFOLQLQJ� ZDJHV� DQG� ULVLQJ
FRPSHWLWLYH�SUHVVXUH�SURYLGH�FRPSHOOLQJ�UHDVRQV�IRU�PRUH�UXUDO�FRPPXQL�
WLHV�WR�EHJLQ�DFWLQJ�LQ�WKHLU�RZQ�ORQJ�WHUP�LQWHUHVW�

$V� UHVHDUFKHUV� -DQ� DQG�&RUQHOLD� )ORUD� VXJJHVW�� UXUDO� SURVSHULW\� LV� GH�
SHQGHQW�XSRQ�WKH�HQWUHSUHQHXULDO�VNLOO�RI�FRPPXQLWLHV��RQ�WKHLU�DELOLW\�WR
UHVSRQG� WR� FKDQJLQJ� PDFURHFRQRPLF� FLUFXPVWDQFHV� DQG� PDNH� GHYHORS�
PHQW� KDSSHQ� �)ORUD� 	� )ORUD�� ������� 2UJDQL]DWLRQV� UDQJLQJ� IURP� QRQ�
SURILWV�� WR� JURXS�VSHFLILF� LQLWLDWLYHV�� WR� VPDOO�FLW\��PXOWL�FRPPXQLW\�� DQG
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HYHQ�VWDWH�DQG�QDWLRQDO�HIIRUWV� WR� VWUHQJWKHQ�VXFK�FRPPXQLW\�OHYHO� FDSD�
ELOLWLHV� DUH� HPHUJLQJ�� 6SHFLILF� VWUDWHJLHV� IRU� DFKLHYLQJ� JUHDWHU� FDSDFLW\� DW
WKH� ORFDO� OHYHO� DUH� DOVR� EHLQJ� WULHG� DQG� WHVWHG�� DQG� HDUO\� UHVXOWV� VXJJHVW
WKH\�DUH�WUDQVIHUDEOH�DQG�EURDGO\�EHQHILFLDO��2XU�XQGHUVWDQGLQJ�RI�WKH�UROH
JRYHUQPHQW�FDQ�SOD\� LQ� WKH� WHQXRXV�EXW�FULWLFDO�ZRUN�RI�EXLOGLQJ� WKH�FD�
SDFLW\�RI�FRPPXQLWLHV�LV�HYROYLQJ�DQG�\LHOGLQJ�UHDO�RSSRUWXQLWLHV�WR�KHOS
UXUDO�SHRSOH�VKDSH�WKH�GHVWLQLHV�RI�WKHLU�FRPPXQLWLHV�
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%XLOGLQJ�WKH�&DSDFLW\�RI�5XUDO�3HRSOH
DQG�3ODFHV

+(�:25.�2)�%8,/',1*�&$3$&,7<� LV�� TXLWH� VLPSO\�� WKDW� RI� H[�
SDQGLQJ�WKH�FDSDELOLWLHV�RI�LQGLYLGXDOV��ILUPV��FRPPXQLWLHV��UHJLRQV�
ODERU�PDUNHWV��DQG�RUJDQL]DWLRQV�WR�PDQDJH�FKDQJH�� ,WV� LPSRUWDQFH

LV�ZLGHO\�UHFRJQL]HG��7KH������UHSRUW�RI� WKH�.HQWXFN\�$SSDODFKLDQ�7DVN
)RUFH�� WKH�PRVW� UHFHQW� UXUDO� LQLWLDWLYH� LQ� WKH� VWDWH�� IRU� H[DPSOH�� VWURQJO\
HPSKDVL]HV� WKH� LPSRUWDQFH� RI� EXLOGLQJ� FDSDFLW\� E\� LQYHVWLQJ� ORFDO� FRP�
PXQLWLHV�ZLWK�GHFLVLRQ�PDNLQJ�DXWKRULW\�DQG�DFWLYHO\�HQJDJLQJ�FLWL]HQV�LQ
WKH�ZRUN�RI�VKDSLQJ�WKH�IXWXUH��*XLGLQJ�SULQFLSOHV�WKDW�DUH�HFKRHG�LQ�WKH
ILQGLQJV�DQG�UHFRPPHQGDWLRQV�RI�WKLV�UHSRUW��LQFOXGH�

• .HQWXFN\�VWDWH�DQG�UHJLRQDO�SODQQLQJ�VKRXOG�GHULYH�IURP
FRPPXQLW\�EDVHG�SODQQLQJ�

• &RPPXQLW\�EDVHG�SURJUDPV�VKRXOG�SURPRWH�FROODERUDWLRQ
DQG�FRRUGLQDWLRQ�DPRQJ�SURJUDP�DJHQFLHV�DQG�VKRXOG�FUH�
DWH� PRUH� HIIHFWLYH� UHJLRQDO� OLQNDJHV� DPRQJ� GHYHORSPHQW
DJHQFLHV� DQG� JURXSV�� SULYDWH� HQWHUSULVH�� DQG� QRQ�SURILW
RUJDQL]DWLRQV�

• 3URJUDP� SROLF\� GHVLJQ� VKRXOG� FUHDWH� PHFKDQLVPV� DW� DOO
OHYHOV�RI�JRYHUQPHQW�WKDW�PD[LPL]H�RSSRUWXQLWLHV�IRU�FLWL]HQ
LQYROYHPHQW� LQ� VHWWLQJ� GHYHORSPHQW� SULRULWLHV� DQG� HVWDE�
OLVKLQJ�FULWHULD�IRU�GHWHUPLQLQJ�DQG�HYDOXDWLQJ�SURJUDPV
DQG�SURMHFWV�

• 6WUDWHJLF� GHYHORSPHQW� VKRXOG� HQFRXUDJH� UHJLRQDO� DS�
SURDFKHV�WR�SURJUDP�GHVLJQ�DQG�WR�WKH�LQWHJUDWLRQ�RI�SUR�
JUDP� GHOLYHU\� RQ� DQ� DUHDZLGH� DQG� UHJLRQDO� EDVLV
�.HQWXFN\�$SSDODFKLDQ�7DVN�)RUFH��������

T
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&DSDFLW\�EXLOGLQJ� GHYHORSPHQW� LQLWLDWLYHV�� ZKLFK� DUH� DOWHUQDWHO\
WHUPHG� VHOI�GHYHORSPHQW� RU� FRPPXQLW\�EDVHG�� DUH� FRQFHLYHG� DQG� H[H�
FXWHG�ORFDOO\��EXW�RIWHQ�LQLWLDWHG�E\�SXEOLF�RU�QRQ�SURILW�VHFWRU�IDFLOLWDWRUV�
0DQ\�EHOLHYH�WKDW�D�FROODERUDWLYH�PRGHO��XQLWLQJ�FRPPXQLWLHV�RU�IRFXVLQJ
RQ�D�UHJLRQ��RIIHUV�VLJQLILFDQW�DGYDQWDJHV��,Q�DQ\�HYHQW��FDSDFLW\�EXLOGLQJ
LQLWLDWLYHV� DUH� GHVLJQHG� WR� EULQJ� D�ZLGHU�� RIWHQ� QRQ�WUDGLWLRQDO� JURXS� RI
SOD\HUV� LQWR� WKH� SURFHVV� RI� DVVHVVLQJ� WKH� FXUUHQW� VLWXDWLRQ�� SODQQLQJ� IRU
LPSURYHG�RXWFRPHV�DQG�DFWLQJ�WR�LPSOHPHQW�DJUHHG�XSRQ�VWUDWHJLHV��7KH
RSWLPXP�RXWFRPH�RI�D�FDSDFLW\�EXLOGLQJ�IRFXV�LV��RI�FRXUVH��H[SDQGHG�OHY�
HOV�RI�FLYLF�HQJDJHPHQW�DQG�LQFUHDVHG�UXUDO�FDSDELOLWLHV�WR�VROYH�SUREOHPV
DQG�DFKLHYH�JRDOV�� ,PSRUWDQWO\�� LW� LV� DOVR�D�PHDQV� WR� FORVLQJ� VRPH�RI� WKH
PDQ\� ILVFDO� JDSV� WKDW� LQKLELW� GHYHORSPHQW� WKURXJKRXW� UXUDO� .HQWXFN\�
:KDW�IROORZV�LV�D�GLVFXVVLRQ�RI�VRPH�RI�WKH�HOHPHQWV�RI�ZLGHO\�XVHG�DQG
UHFRJQL]HG�FDSDFLW\�EXLOGLQJ�VWUDWHJLHV�

+HUH�ZH�GLVFXVV�VRPH�RI�WKH�NH\�FKDUDFWHULVWLFV�RI�FDSDFLW\�EXLOGLQJ�GH�
YHORSPHQW� LQLWLDWLYHV�� LQFOXGLQJ�WKH� LPSRUWDQFH�RI�D�VXVWDLQHG�� ORQJ�WHUP
IRFXV�DQG�RSHQ��LQFOXVLYH��GHPRFUDWLF�SURFHVVHV��WKH�FROOHFWLYH�SRWHQWLDO�RI
FROODERUDWLYH� LQLWLDWLYHV�� WKH� LPSRUWDQFH� RI� D� IDFWXDO� IRXQGDWLRQ� IRU�SODQ�
QLQJ� DQG� GHFLVLRQ�PDNLQJ� SURYLGHG� E\� FRPPXQLW\� DVVHVVPHQW�� DQG� WKH
LPSHUDWLYH� RI� QXUWXULQJ� JUDVVURRWV� OHDGHUVKLS��:H� FRQFOXGH�ZLWK� D� FDVH
VWXG\�RI�7XSHOR��0LVVLVVLSSL��DV�DQ�LOOXVWUDWLRQ�RI�WKH�ORQJ�WHUP�SRWHQWLDO�RI
FDSDFLW\�EXLOGLQJ�GHYHORSPHQW� LQLWLDWLYHV��$� FRPSDQLRQ�.HQWXFN\�/RQJ�
7HUP�3ROLF\�5HVHDUFK�&HQWHU�VWXG\�RI�UXUDO�GHYHORSPHQW��)DUPV��)DFWRULHV
DQG� )UHH� 7UDGH�� GLVFXVVHV� LQ� GHWDLO� WKH� SRWHQWLDO� WKDW� LQGXVWULDO� QHWZRUNV
KROG�IRU�HQKDQFLQJ�WKH�FRPSHWLWLYH�FDSDELOLWLHV�RI�ILUPV��6FKLUPHU�	�7D\�
ORU��������
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$�/RQJ�7HUP�3HUVSHFWLYH

7KH� UHVXOWV� RI� D� ����� QDWLRQDO� VXUYH\� RI� VHOI�GHYHORSPHQW� LQLWLDWLYHV
VXJJHVW� JUDVVURRWV� HIIRUWV� WR� OHYHUDJH� LPSURYHG� GHYHORSPHQW� RXWFRPHV
DUH�UHODWLYHO\�\RXQJ�����SHUFHQW�RI�UHVSRQGHQWV�UHSRUWHG�WKDW� WKHLU� LQLWLD�
WLYH� KDG� EHHQ� ODXQFKHG� VLQFH� -DQXDU\� ������:KLOH� DXWKRUV� RI� WKH� VXUYH\
FRQFHGH�WKDW�WKHVH�GDWD�PD\�LQGLFDWH�D�VKRUW�OLIHVSDQ�IRU�VXFK�LQLWLDWLYHV��D
ORJLFDO�RXWFRPH�JLYHQ�WKH�UHODWLYH�ODFN�RI�SXEOLF�VXSSRUW��WKH�GDWD�PD\�DOVR
VLJQDO�JURZLQJ�LQWHUHVW��*UHHQ��)ORUD��)ORUD�DQG�6FKPLGW���������&HUWDLQO\�
FXUUHQW� OLWHUDWXUH� RQ� UXUDO� GHYHORSPHQW� VWURQJO\� UHFRPPHQGV� WKLV� SDWK�
6KRUW�WHUP� UHVXOWV� IRU� LQLWLDWLYHV� GHVLJQHG� WR� \LHOG� UHVXOWV� RYHU� WKH� ORQJ�
WHUP�� KRZHYHU�� DUH� QRW� DGHTXDWH�PHDVXUHV� RI� WKH� SRZHU� RU� SRWHQWLDO� RI
FRPPXQLW\�EDVHG�GHYHORSPHQW�LQLWLDWLYHV�

%HFDXVH� WKH�PDMRULW\� RI� WKHVH� FDSDFLW\�EXLOGLQJ� LQLWLDWLYHV� KDYH� \HW� WR
DFKLHYH� ORQJ�WHUP� VWDWXV�� VKRUW�WHUP� UHVXOWV� YDU\�� %\� VWDQGDUG� HFRQRPLF
PRGHOV��VRPH�UHVXOWV�PD\�VHHP�PRGHVW�DW�EHVW��)RU�YDULRXV�UHDVRQV��RWKHUV
KDYH� DFFRPSOLVKHG� IHZ�PHDVXUDEOH� JDLQV� RU� FROODSVHG� LQ� WKH� DEVHQFH� RI
VXSSRUW�� 7KH� FRQVLGHUDEOH� YDOXH� RI� VXFK� LQLWLDWLYHV�� KRZHYHU�� OLHV� LQ� WKH
ORQJ�WHUP�DFFXPXODWLRQ�RI�EURDGHU�FLYLF�HQJDJHPHQW�DQG�LQYROYHPHQW� LQ
WKH�OLIH�RI�FRPPXQLWLHV��7KH�FRPSHOOLQJ�H[DPSOHV�RI�7XSHOR�DQG�WKH�ZHOO�
GRFXPHQWHG� OHJDF\� RI�1RUWKHUQ� ,WDO\� VWURQJO\� VXJJHVW� WKDW� WKHVH� LPSRU�
WDQW�QRQ�HFRQRPLF�FRQWULEXWLRQV�KDYH�DQ�HQGXULQJ�SRZHU�WKDW�LV�ZRUWK\�RI
SXUVXLW�� FRPPLWPHQW�DQG�EURDG�EDVHG�SXEOLF� VXSSRUW��$ERXW� WKHLU�EHQH�
ILWV��86'$�UHVHDUFKHUV��IRU�H[DPSOH��REVHUYH�

������VHOI�GHYHORSPHQW�SURMHFWV�WHQG�WR�RSHQ�XS�WKH�GHFLVLRQPDNLQJ
SURFHVV� RQ� HFRQRPLF� GHYHORSPHQW� WR� D� EURDGHU� UDQJH� RI� SHRSOH� LQ
WKH�FRPPXQLW\��,Q�FRPSDULVRQ��LQGXVWULDO�UHFUXLWPHQW�LV�QRUPDOO\
FRQGXFWHG� LQ� D� VHFUHWLYH� IDVKLRQ�E\� D� VPDOO�PLQRULW\� RI� UHVLGHQWV�
7KRVH�HQJDJHG�LQ�VHOI�GHYHORSPHQW�KDYH�WDNHQ�DQ�LPSRUWDQW�VWHS�LQ
H[WHQGLQJ�GHPRFUDWLF�SULQFLSOHV�WR�WKH�ORFDO�HFRQRP\��E\�H[SDQGLQJ
LQYROYHPHQW�LQ�HFRQRPLF�GHYHORSPHQW�PDWWHUV�WR�QHZ�VHFWRUV�RI�WKH
FRPPXQLW\��$FWLYH� LQYROYHPHQW� LQ� VHOI�GHYHORSPHQW� HIIRUWV� WHQGV
WR�FDUU\�RYHU�LQWR�RWKHU�FROOHFWLYH�FRPPXQLW\�HIIRUWV��)ORUD��*DOH�
6FKPLGW��*UHHQ��DQG�)ORUD������������
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5LFN� 6P\UH�� SUHVLGHQW� RI� 6WUDWHJLF� &RQFHSWV�� ,QF��� D� 1RUWK� &DUROLQD�
EDVHG�ILUP�WKDW�LV�JXLGLQJ�D�%RZOLQJ�*UHHQ�LQLWLDWLYH��´&RPPXQLWLHV�RI�WKH
)XWXUH�µ� YLHZV� D� IXWXUH� RULHQWDWLRQ� DV� FULWLFDO� WR� VXFFHVVIXO� FDSDFLW\�
EXLOGLQJ�LQLWLDWLYHV��%HFDXVH�LQFUHDVLQJ�WKH�FDSDFLW\�IRU�FKDQJH�LV�WKH�SULQ�
FLSDO�JRDO��D�VWURQJ�IXWXUH�RULHQWDWLRQ�DQG�WKH�WHFKQRORJLFDO�LQIUDVWUXFWXUH
WR�VXSSRUW�LW�LV�YLWDO��6P\UH�VXJJHVWV�

5REHUW�3XWQDP·V�UHVHDUFK�FRQFOXGHV�WKDW�WKH�LQFUHPHQWDO�JDLQV�UHDOL]HG
IURP�VXFK�FROOHFWLYH�FRPPXQLW\�HIIRUWV�XOWLPDWHO\�FUHDWH�ZHDOWK��7KH�H[SH�
ULHQFH�RI�7XSHOR��0LVVLVVLSSL��DOVR�GHPRQVWUDWHV� WKDW��RYHU� WKH� ORQJ�WHUP�
LQFUHDVHG�SURVSHULW\� LV� LQGHHG� WKH�QHW�EHQHILW� RI� ULVLQJ� OHYHOV�RI� FLYLF� HQ�
JDJHPHQW��6LPLODUO\��WKH�DXWKRU�RI�D������UHSRUW�RQ�UXUDO�HFRQRPLF�GHYHO�
RSPHQW� LQLWLDWLYHV� SUHSDUHG� IRU� WKH� 8�6�� 'HSDUWPHQW� RI� &RPPHUFH·V
(FRQRPLF�'HYHORSPHQW�$GPLQLVWUDWLRQ� �('$�� REVHUYHG�� ´>0@DQ\� RI� WKH
UXUDO�DUHDV�WKDW�KDYH�VXFFHHGHG�LQ�JHQHUDWLQJ�WKH�PRVW�QHZ�MREV�DUH�DUHDV
WKDW�EHJDQ�WKHLU�SURJUDPV�������\HDUV�DJRµ��7KRPDV������������$�VWXG\�RI
HFRQRPLF�GHYHORSPHQW�LQLWLDWLYHV�LQ�VPDOO�,OOLQRLV�FRPPXQLWLHV�HVVHQWLDOO\
FRQFXUV��´0RVW�KLJK�JURZWK� FRXQWLHV�KDG�EHHQ� LQYROYHG� LQ�GHYHORSPHQW
DFWLYLWLHV�IRU�DW�OHDVW����\HDUVµ��:DO]HU�����������

)XUWKHU��D������VWXG\�H[DPLQHG�WKH�H[SHULHQFHV�RI����KLJK�JURZWK��QRQ�
PHWURSROLWDQ�IDUP�EHOW�FRXQWLHV�WR�LGHQWLI\�WKH�XQGHUO\LQJ�IDFWRUV�FRQWULE�
XWLQJ�WR�WKHLU�GHYHORSPHQW�DQG�WR�LQIRUP�VWDWH�SROLFLHV��$PRQJ�WKH�HLJKW
´VHFUHWV� RI� VXFFHVVµ� GLVFRYHUHG� ZDV� ´VXVWDLQHG� ORFDO� HFRQRPLF� GHYHORS�
PHQW� DFWLYLWLHV�µ� ,PSRUWDQWO\�� UHFUXLWPHQW� EDODQFHG� ZLWK� HQWUHSUHQHXUVKLS
DOVR�QXPEHUHG�DPRQJ� WKHVH� VHFUHWV�� DV�GLG� WKH� FRPELQDWLRQ�RI�PDQXIDF�
WXULQJ� DQG� VHUYLFH� LQGXVWULHV�� SURJUHVVLYH� ILUPV�� SUR�DFWLYH� DWWLWXGHV�� IL�
QDQFH�� VLWHV�� DQG� EXLOGLQJV� DQG� LQIUDVWUXFWXUH�� OHDGHUVKLS� LQ� WKH� IRUP� RI
SDUWQHUVKLSV�DQG�´VSDUNSOXJVµ��DQG�VXSSRUW�IURP�WKH�RXWVLGH��-RKQ�HW�DO��
������� ,Q� WKHVH�FRXQWLHV�� D�PL[�RI� WUDGLWLRQDO� DQG�QRQ�WUDGLWLRQDO� LQJUHGL�
HQWV��FRPELQHG�ZLWK�WKH�LPSRUWDQW�OHYHUDJH�RI�ILQDQFLDO�VXSSRUW�DQG�D�VXV�
WDLQHG�IRFXV��HQDEOHG�GHYHORSPHQW�RYHU�WKH�ORQJ�WHUP�

&OHDUO\��FDSDFLW\�EXLOGLQJ� LQLWLDWLYHV�ZLOO�QRW� WUDQVIRUP�.HQWXFN\·V�UX�
UDO� HFRQRPLHV� RYHUQLJKW�� ,QVWHDG�� DV� WKH� VXFFHVVHV� GHWDLOHG� LQ� QXPHURXV
VWXGLHV�DWWHVW��WKH�ZRUN�RI�GHYHORSPHQW�LV�D�ORQJ�WHUP�SURFHVV��EXW�WHQDFLW\
DQG� FRPPLWPHQW� GR� SD\� RII�� ,QGHHG�� WKH� SXUVXLW� RI� LQFUHPHQWDO� JDLQV
WKURXJK� EURDG� FLYLF� HQJDJHPHQW�� FOHDUO\� D� SXEOLF� JRRG�� PD\� \LHOG� LP�
PHDVXUDEOH� ORQJ�WHUP� UHWXUQV� WKDW� H[WHQG� ZHOO� EH\RQG� WKH� HFRQRPLF
UHDOP�� 3XWQDP� VXJJHVWV� WKDW� ´WKH� ODWHQW� HIIHFWVµ� RI�PRGHVWO\� VXEVLGL]HG
FROODERUDWLYH� LQLWLDWLYHV� EXLOW� RQ� OLQNDJHV� EHWZHHQ� RUJDQL]DWLRQV�� LQVWLWX�
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WLRQV��ILUPV��ZRUNHUV��RU�ZKDWHYHU�WKH�UHOHYDQW�PL[�RI�DFWRUV��FRXOG�SURYH
HYHQ�PRUH�SRZHUIXO� WKDQ�DQ\�GLUHFW� HIIHFWV� �3XWQDP��������� ,Q� VKRUW�� WKH
SURFHVV�� RQH� ZKLFK� LV� FROODERUDWLYH�� G\QDPLF� DQG� IXQGDPHQWDOO\� GHPR�
FUDWLF�� LV� VLJQLILFDQWO\� PRUH� LPSRUWDQW� WKDQ� LWV� LPPHGLDWH�� VKRUW�WHUP
SURGXFWV�

3URSRQHQWV�RI�RUJDQL]DWLRQDO�FKDQJH�LQLWLDWLYHV�LQ�WKH�SULYDWH�VHFWRU�RI�
WHQ�FDXWLRQ�DJDLQVW�DWWHPSWV�WR�PHDVXUH�VKRUW�WHUP�JDLQV��DV�WKH�EHQHILWV�RI
FXOWXUDO�FKDQJH�DUH�LQFUHPHQWDO�DQG�VRPHWLPHV�LQWDQJLEOH��,W�LV��IRU�H[DP�
SOH�� YLUWXDOO\� LPSRVVLEOH� WR
PHDVXUH� WKH� HIIHFWV� RI� LP�
SURYHG� ODERU�PDQDJHPHQW
UHODWLRQV� RQ� SURGXFW� TXDOLW\
RU�SURGXFWLYLW\�WKRXJK�ZH�LQ�
VWLQFWLYHO\� NQRZ� WKDW� WKH
EHQHILWV�DUH�VXEVWDQWLDO��$W�WKH
VDPH� WLPH�� RUJDQL]DWLRQDO
FKDQJH� KDV� \LHOGHG� LQQXPHU�
DEOH� H[DPSOHV� RI� UHODWLYHO\
VKRUW�WHUP� JDLQV� LQ� SURILW�
SURGXFWLYLW\� DQG�PRUDOH�ZRQ
WKURXJK� WKH� UDSLG� H[SDQVLRQ
RI� VRFLDO� FDSLWDO³SDUWLFLSD�
WRU\� PDQDJHPHQW� DQG� WHDP�
ZRUN³LQ� WKH� ZRUOG� RI� ZRUN�
6LPLODUO\�� PDQ\� UHJLRQV� DQG
FRPPXQLWLHV� KDYH� GLVFRYHUHG
UHODWLYHO\� TXLFNO\� WKDW� FROOHF�
WLYH�ZLOO�SURGXFHV�UHVXOWV�

+DOOPDUNV�RI�6XFFHVVIXO�5XUDO
'HYHORSPHQW�,QLWLDWLYHV

• &DSLWDOL]H�RQ�H[LVWLQJ�UHVRXUFHV
• )RFXV�RQ�DGGLQJ�YDOXH�WR�H[LVWLQJ

SURGXFWV
• $JJUHVVLYHO\�SXUVXH�FDVK�WUDQVIHU

VWUDWHJLHV
• )RFXV�RQ�KHOSLQJ�H[LVWLQJ�EXVLQHVVHV

VWD\�DQG�H[SDQG
• ,QFRUSRUDWH�HGXFDWLRQ�LQ�D�ORQJ�WHUP

HIIRUW
• 6HHN�WUDLQLQJ�DQG�FDSDFLW\�EXLOGLQJ�IRU

ORFDO�OHDGHUV
• (PSKDVL]H�UHVHDUFK��SODQQLQJ�DQG

ORQJ�WHUP�FRQVLVWHQF\

0LGZHVW�5HVHDUFK�,QVWLWXWH������
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5HJLRQDO�$SSURDFKHV

%HFDXVH�WKH�GLOXWLRQ�RI�UHVRXUFHV�KDV�KLVWRULFDOO\�IUXVWUDWHG�WKH�ZRUN�RI
UXUDO� GHYHORSPHQW�� FROODERUDWLYH� LQLWLDWLYHV� RIIHU� DFFHVV� WR� WKH� H[SDQGHG
EDVH�RI� UHVRXUFHV�QHHGHG� WR�KHOS�PHHW� UXUDO� FKDOOHQJHV��:KLOH� FROODERUD�
WLYH�YHQWXUHV�FDQ�IRFXV�RQ�WKH�LQWHUHVWV�RI�D�VSHFLDO�JURXS��VXFK�DV�RUJDQLF
IDUPHUV� RU� IHPDOH� HQWUHSUHQHXUV�� RU� RQ� WKH� EURDG� LVVXH� RI� GHYHORSLQJ
FRPPXQLWLHV��UHVHDUFK�VXJJHVWV�WKDW�WKH�PRUH�LQFOXVLYH�WKH�IRFXV³DQG�WKH
SURFHVV³WKH�PRUH�VXFFHVVIXO�WKH�YHQWXUH��)ORUD��HW�DO����������:KLOH�PDQ\
JURXSV�ZLWK�FRPPRQ�JRDOV�FDQ�EH�H[SHFWHG�WR�UHDOL]H�JDLQV� WKURXJK�FRO�
ODERUDWLYH�YHQWXUHV��DOO�RI�ZKLFK�VHUYH�WKH�LPSRUWDQW�ORQJ�WHUP�SXUSRVH�RI
EXLOGLQJ� VRFLDO� FDSLWDO�� RXU� IRFXV� KHUH� LV� PDLQO\� RQ� FROODERUDWLRQ� LQ� WKH
IRUP�RI�PXOWL�FRPPXQLW\�RU�UHJLRQDO�DSSURDFKHV�WR�GHYHORSPHQW�

:KLOH�GLIILFXOW�WR�ODXQFK�LQ�WKH�DEVHQFH�RI�D�FRPSHOOLQJ�FULVLV��FROODERUD�
WLYH�DSSURDFKHV�WKDW�XQLWH�FRPPXQLWLHV�LQ�WKH�ZRUN�RI�GHYHORSPHQW�RIIHU
UHDO�DGYDQWDJHV�LQ�WKH�SXUVXLW�RI�JUHDWHU�SURVSHULW\��,Q�VKRUW��´������DOO�SDU�
WLHV�JDLQ�PRUH�RI�ZKDWHYHU�LW�LV�WKH\�YDOXH�LQ�WKH�FROODERUDWLYH�UHODWLRQVKLS
WKDQ�WKH\�FDQ�JDLQ�E\�DFWLQJ�LQGHSHQGHQWO\µ��1&5&5'���������6XFK�LQLWLD�
WLYHV�� LW�KDV�EHHQ� VXJJHVWHG�� DOVR�KHOS� FUHDWH� ODWHUDO� OLQNDJHV� WKDW� KROG� WKH
SRWHQWLDO� IRU� UHEXLOGLQJ³DW� D� KLJKHU� OHYHO³WKH� IUD\HG� KRUL]RQWDO�� LQWUD�
FRPPXQLW\�FRQQHFWLRQV�WKDW�RQFH�PDGH�UXUDO�HFRQRPLHV�YLDEOH��1&5&5'�
������

,Q�5HWKLQNLQJ�5XUDO�'HYHORSPHQW�� WKH�&RUSRUDWLRQ� IRU�(QWHUSULVH�'HYHO�
RSPHQW�XUJHV�SUDFWLWLRQHUV� WR� ´WKLQN� UHJLRQDO�� QRW� UXUDOµ� �&('�� ������ ���
%HFDXVH� UXUDO� DQG� XUEDQ� SUREOHPV� DUH� QRW� VHJUHJDWHG�� &('� VXJJHVWV�
OLQNLQJ� WKHP� LQ� UHJLRQDO� HIIRUWV�� VXFK�DV� WKDW� HPSOR\HG�E\�7XSHOR�� LV� IDU
PRUH� ORJLFDO� �&('��� &ROODERUDWLYH� LQLWLDWLYHV�� DFFRUGLQJ� WR� 'HQQLV� 0DF�
'RQDOG��ZKR�GLUHFWV�&DQDGD·V�&RPPXQLW\�)XWXUHV�3URJUDP��&)3���ZKLFK
VXSSRUWV�ORFDO�GHYHORSPHQW�HIIRUWV�LQ�KLJK�XQHPSOR\PHQW�UXUDO�DUHDV��DUH
DSSURSULDWH�LQ�WKDW�WKH\�UHIOHFW�WKH�´LQWHUGHSHQGHQFH�RI�FRPPXQLWLHVµ�WR�
GD\� �1&5&5'�� �������0RUHRYHU�� UHJLRQDO�� PXOWL�FRPPXQLW\� DSSURDFKHV
UHFRJQL]H�WKDW�WKH�HFRQRPLF�KHDOWK�DQG�VRFLDO�ZHOO�EHLQJ�RI�D�VLQJOH�FRP�
PXQLW\�XVXDOO\�ULVHV�DQG�IDOOV�ZLWK�WKDW�RI�D�ODUJHU�UHJLRQ��DQG�FRPPXQL�
WLHV�LQ�FRPSHWLWLRQ�ZLWK�RQH�DQRWKHU�IXUWKHU�GLPLQLVK�WKHLU�VWUHQJWK�
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5HJLRQDO�$SSURDFKHV�WR�5XUDO�'HYHORSPHQW
IURP�5HWKLQNLQJ�5XUDO�'HYHORSPHQW��������SDJHV�����

E\�7KH�&RUSRUDWLRQ�IRU�(QWHUSULVH�'HYHORSPHQW

7KH�&RUSRUDWLRQ� IRU�(QWHUSULVH�'HYHORSPHQW�FLWHV�GLIIHUHQW�DSSURDFKHV� WR� FROODERUD�
WLYH��FDSDFLW\�EXLOGLQJ�UXUDO�GHYHORSPHQW� LQLWLDWLYHV�ZKLFK�UHIOHFW� WKH�XQLTXHQHVV�RI� WKH
UHJLRQV�WKH\�VHUYH�DQG�WKH�YLVLRQ�RI�FLWL]HQV�HQJDJHG�LQ�WKH�SURFHVVHV�

7KH�´FLWLVWDWHµ�DSSURDFK�DGRSWHG�E\�1DVKYLOOH��7HQQHVVHH�� IRU�H[DPSOH�� LV� DQ�XUEDQ�
FHQWHUHG�LQLWLDWLYH�WKDW�KDV�EURXJKW�UDGLDWLQJ�EHQHILWV� WR�VXUURXQGLQJ�FRXQWLHV��0XFK�DV
7XSHOR�GLG�LQ�������EXVLQHVV�OHDGHUV�LQ�1DVKYLOOH�RUJDQL]HG�3DUWQHUVKLS�������D�ORQJ�WHUP
SODQQLQJ�SURFHVV�DLPHG�DW�UDLVLQJ�TXDOLW\�RI� OLIH�� LQ�������3DUWQHUVKLS������KDV�DFKLHYHG
UHPDUNDEOH� VXFFHVV� DQG� H[WHQGHG� LWV� IRFXV� RXWZDUG� WR� LQFOXGH� QLQH� QRQ�PHWURSROLWDQ
FRXQWLHV�VXUURXQGLQJ�WKH�JUHDWHU�PHWURSROLWDQ�1DVKYLOOH�DUHD��%XLOGLQJ�RQ�D� IRXQGDWLRQ
RI�DVVHVVPHQW��EURDG�FLWL]HQ�LQSXW�DQG�PHDVXUDEOH�JRDOV��WKH�SURMHFW�KDV�IRUPXODWHG�ORQJ�
WHUP� SODQV� DQG� JRDOV� DQG� UDLVHG� ���PLOOLRQ�� ZKLFK� LW� KDV� LQYHVWHG� LQ� ��� EXVLQHVV� DQG
FRPPXQLW\�GHYHORSPHQW� LQLWLDWLYHV�� 6LPLODU� UHJLRQDO� SODQQLQJ� HIIRUWV� HPDQDWLQJ� RXW� RI
XUEDQ�FHQWHUV� LQ�.HQWXFN\�FRXOG� LQWHJUDWH� IULQJH� UXUDO� FRXQWLHV� LQWR� D� ORQJ�UDQJH� HIIRUW
WKDW�ZRXOG�EH�HQKDQFHG�E\�WKH�VLJQLILFDQW�UHVRXUFHV�RI�XUEDQ�FRPPXQLWLHV�

7KH�5HJLRQDO�(FRQRPLF�6WUDWHJ\�3URMHFW�RI�:HVWHUQ�1RUWK�&DUROLQD�VHW�RXW�LQ������WR
GHYHORS�´DQ�H[SOLFLWO\�UHJLRQDO�HFRQRPLF�VWUDWHJ\�µ�RQH�WKDW�ZRXOG�DGGUHVV�WKH�QHHGV�RI
DQ�DUHD�ZKLFK�GLG�QRW�HQMR\�WKH�VDPH�OHYHO�RI�HFRQRPLF�SHUIRUPDQFH�DV�RWKHU�SDUWV�RI�WKLV
SURVSHURXV�VWDWH��7KH�UHJLRQDO�IRFXV�LV�RQH�WKDW�´�������UHMHFWV�ORFDO�LQLWLDWLYHV�WKDW�DUH�OLP�
LWHG�LQ�WKHLU�DELOLW\�WR�SURGXFH�VLJQLILFDQW�FKDQJH��DQG�SODFH�WKH�UHJLRQ·V�FRXQWLHV�LQ�FRP�
SHWLWLRQ�ZLWK� RQH� DQRWKHU�� ,W� DVVXPHV� WKDW� QR� FRPPXQLW\� RU� FRXQW\� LQ� ZHVWHUQ� 1RUWK
&DUROLQD�FDQ�UHDOL]H�LWV�HFRQRPLF�SRWHQWLDO�ZKLOH�WKH�RYHUDOO�UHJLRQ�FRQWLQXHV�WR�ODJ�HFR�
QRPLFDOO\�µ� 7KURXJK� D� VHULHV� RI� SXEOLF� IRUXPV� LQYROYLQJ� ���� SHRSOH� IURP� ��� FRXQWLHV�
LGHDV�RQ�ZD\V�WR�EXLOG�WKH�RSWLPXP�UHJLRQDO�HFRQRP\�ZHUH�VXUIDFHG��WKHQ�VKDSHG�E\�D
WHFKQLFDO� FRPPLWWHH� LQWR� IRXU� FRQVHQVXV� JRDOV�� LQFOXGLQJ� WKH� IRUPDWLRQ� RI� D� OHDGHUVKLS
GHYHORSPHQW�SURJUDP�DQG�D�PXOWL�EDQN�OHQGLQJ�VWUDWHJ\�

,Q�1HEUDVND��D�VWDWHZLGH�VWUDWHJ\�IRU�UHJLRQDO�GHYHORSPHQW�HPHUJHG�IURP�WKH�ZRUN�RI
WKH������5XUDO�'HYHORSPHQW�&RPPLVVLRQ�IRUPHG�E\�*RYHUQRU�%HQ�1HOVRQ��7KH�FRPPLV�
VLRQ� ZDV� FKDUJHG� ZLWK� EULQJLQJ� SXEOLF� IRFXV� WR� UXUDO� LVVXHV�� HQFRXUDJLQJ� FRRSHUDWLRQ
ERWK�EHWZHHQ�FRPPXQLWLHV�DQG�VHUYLFH�SURYLGHUV�� LPSURYLQJ� WKH� IORZ�RI� LQIRUPDWLRQ� WR
UXUDO�FRPPXQLWLHV��LQWHJUDWLQJ�UXUDO�GHYHORSPHQW�JRDOV�DQG�UHFRPPHQGDWLRQV�LQWR�VWUD�
WHJLF�SODQQLQJ� LQLWLDWLYHV�� DQG� LPSURYLQJ�SURJUDPPDWLF� RYHUVLJKW�� )URP� WKH� RXWVHW�� WKH
FRPPLVVLRQ·V�ZRUN�IRFXVHG�RQ�FROODERUDWLRQ�DQG�WKH�LPSRUWDQFH�RI�EXLOGLQJ�ORFDO�FDSDF�
LW\��7KH�UHVXOWDQW�1HEUDVND�'HYHORSPHQW�1HWZRUN��ZKLFK�EHJDQ�RSHUDWLRQV�LQ�������KDV
DFKLHYHG� D� QXPEHU� RI� LPSRUWDQW� FDSDFLW\�EXLOGLQJ� JRDOV�� LQFOXGLQJ� WKH� FUHDWLRQ� RI� DQ
DFDGHP\� WR� QXUWXUH� UXUDO� OHDGHUVKLS� DQG� HQKDQFH� ORFDO� FDSDFLW\�� IRUPDWLRQ� RI� UHJLRQDO
VHUYLFH�SURYLGHUV�DURXQG�WUDGH�FHQWHUV��RQ�OLQH�DFFHVV� WKDW�SURYLGHV� LQWHUDFWLRQ�EHWZHHQ
FRPPXQLWLHV�DQG�DFFHVV� WR�HFRQRPLF� LQWHOOLJHQFH�� HVWDEOLVKPHQW�RI� WKH�1HEUDVND� ,QWHOOL�
JHQFH� 6\VWHP�� D� VRXUFH� RI� XVHDEOH�� UHDGLO\� DFFHVVLEOH� HFRQRPLF� GDWD�� WKH� IRUPDWLRQ� RI
ZRUNLQJ�JURXSV�WR�DVVHVV�DSSUDLVDO�WRROV�DQG�SURFHVVHV�DQG�GHYHORS�QHZ�RQHV�IRU�WHVWLQJ�
DQG��WKH�HVWDEOLVKPHQW�RI�EHQFKPDUNV�IRU�WKH�VWDWH·V�FRPPXQLW\�GHYHORSPHQW�EORFN�JUDQW
SURJUDP�DOLJQHG�ZLWK�QHZ�UXUDO�JRDOV�
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:KLOH� UXUDO� FRPPXQLWLHV� RIWHQ� VKDUH� FRPPRQ�SOLJKWV�� HFRQRPLF� OLQNV
EHWZHHQ�XUEDQ�� VXEXUEDQ�DQG�UXUDO�DUHDV�PRUH�DFFXUDWHO\� UHIOHFW� WRGD\·V
LQWHUGHSHQGHQFLHV��,QGHHG��ODERU�PDUNHWV�� WKH�IRFXV�RI�&DQDGD·V�&)3��DUH
LQFUHDVLQJO\� UXUDO�VXEXUEDQ�XUEDQ� FRQWH[WV��'HPRJUDSKHUV�� IRU� H[DPSOH�
ILQG�WKDW�PRUH�SHRSOH�DUH�PRYLQJ�WR�RXWO\LQJ�UXUDO�DUHDV��LQ�SDUW�EHFDXVH
PRUH� ILUPV� DUH� ORFDWLQJ� RQ� WKH� RXWVNLUWV� RI�PHWURSROLWDQ� DUHDV�� WKXV� H[�
WHQGLQJ� WKH� UDGLXV� RI� FRPPXWHU� WUDYHO³DQG� HFRQRPLF� UHODWLRQVKLSV³
RXWZDUG�LQWR�UXUDO�FRPPXQLWLHV��-RKQVRQ�DQG�%HDOH���������&DUYLQJ�D�VWDWH
LQWR�UXUDO�DQG�XUEDQ�WHUULWRULHV��&('�VXJJHVWV��RQO\�VHUYHV� WR�XQGHUPLQH
HFRQRPLF� OLQNV� EHWZHHQ� XUEDQ� FHQWHUV� DQG� VXUURXQGLQJ� UXUDO� FRXQWLHV�
GLVJXLVH� VLJQLILFDQW� YDULDWLRQV� EHWZHHQ� VXEVWDWH� UHJLRQV� DQG� UXUDO� DUHDV�
DQG�PDUJLQDOL]H�UXUDO�SURJUDPV��&('��������

5HFRJQL]HG� LQWHUQDWLRQDOO\� DV�PRGHO� DSSURDFKHV� WR� GHYHORSPHQW�� FRO�
ODERUDWLYH� LQLWLDWLYHV�DUH�DOVR� WKH�RIIVSULQJ�RI� WKDW�PRWKHU�RI� LQYHQWLRQ³
QHFHVVLW\��:RUNLQJ�WRJHWKHU�WR�PD[LPL]H�VXSSOLHV�RI�UHVRXUFHV�KHOSV�FRP�
PXQLWLHV�FORVH�VRPH�RI�WKH�PDQ\�ILVFDO�JDSV�ZKLFK�KDYH�UHVXOWHG�IURP�LQ�
FUHDVHG� GHPDQGV� RQ� SXEOLF� VHUYLFHV� DQG� IRU� HIILFLHQW�� ORZ�FRVW
JRYHUQPHQW�� ,Q� VKRUW�� WKH\� FDQ� GR� PRUH� ZLWK� OHVV�� &ROODERUDWLYH� PXOWL�
FRPPXQLW\�RU�UHJLRQDO�GHYHORSPHQW�LQLWLDWLYHV��0DF'RQDOG�VXJJHVWV��HQ�
DEOH�FRPPXQLWLHV�WR�

• HQKDQFH�DQ�RWKHUZLVH�VKDOORZ�UHVRXUFH�EDVH�
• OHYHUDJH�KLJKHU�OHYHOV�RI�JRYHUQPHQW�LQWHUHVW�DQG�ILQDQFLDO�VXS�

SRUW�
• LQFUHDVH�DWWUDFWLYHQHVV�WR�EXVLQHVV�ORFDWLRQV�
• RYHUFRPH�GHELOLWDWLQJ�SROLWLFDO��RUJDQL]DWLRQDO��DQG�LQVWLWXWLRQDO

EDJJDJH�
• SUHVHUYH�ORFDO�RZQHUVKLS�
• FKDQJH�WUDGLWLRQDO�ERXQGDULHV��DQG�
• DFKLHYH�FULWLFDO�PDVV��1&5&5'��������

/RJLFDOO\��VXFK�SURFHVVHV�FDQ�DOVR�VWUHQJWKHQ�WKH�FDSDFLW\�RI�FRPPXQL�
WLHV�WR�SUHVHUYH�GHVLUDEOH�TXDOLWLHV�RI�ORFDO�FXOWXUH��ZKLFK�PDQ\�IHDU�ZLOO�EH
GLOXWHG�E\�WUDGLWLRQDO�HFRQRPLF�GHYHORSPHQW��5XUDO�FRPPXQLWLHV�HQJDJHG
LQ� FROODERUDWLYH�GHYHORSPHQW� HIIRUWV� FDQ�DOVR�EHFRPH�PRUH� HIIHFWLYH� ORE�
E\LVWV� IRU� VKDUHG� JRDOV� DQG� REMHFWLYHV� DQG� OHYHUDJH� JUHDWHU� SROLWLFDO� DQG
WHFKQLFDO�VXSSRUW³DQG�VNLOO��,Q�HIIHFW��WKH\�FDQ�DFKLHYH�ULVLQJ�FDSDELOLWLHV
WKDW�HQDEOH�DQ�XSZDUG�VSLUDO�RI�HFRQRPLF�DQG�VRFLDO�DFWLYLW\�

7KH�DELOLW\�RI�UXUDO�DOOLDQFHV�WR�EXLOG��PDLQWDLQ��DQG�H[SDQG�ORFDO�RZQ�
HUVKLS�� KRZHYHU�� LV� KLJKO\� GHSHQGHQW� XSRQ� GHPRFUDWLF� SURFHVVHV�� D� SUH�
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FRQGLWLRQ�IRU�WKH�VXFFHVV�RI�DQ\�LQLWLDWLYH��0DQ\�EHJLQ�ZLWK�SXEOLF�RU�WRZQ
PHHWLQJV��DLPHG�DW�UDLVLQJ�DZDUHQHVV��HQJDJLQJ�FLWL]HQV��LGHQWLI\LQJ�OHDG�
HUV��DQG�JDWKHULQJ�SXEOLF�RSLQLRQ��2WKHU�LPSRUWDQW�LQJUHGLHQWV�RI�VXFFHVV�
IXO� DOOLDQFHV�� DV� VXJJHVWHG� E\� WKH� DXWKRUV� RI� 7RZDUG� DQ� 8QGHUVWDQGLQJ� RI
0XOWL�&RPPXQLW\� &ROODERUDWLRQ�� LVVXH� IURP� WKH� ZRUN� RI� RUJDQL]DWLRQDO
FKDQJH�LQ�SXEOLF�DGPLQLVWUDWLRQ��,Q�HDFK�FDVH��WKH\�FORVHO\�SDUDOOHO�SULYDWH
VHFWRU�TXDOLW\�WHQHWV��7KH\�LQFOXGH�

• FRPPLWPHQW�RI�WRS�HOHFWHG�ORFDO�RIILFLDOV�
• FDUHIXO�FRQVLGHUDWLRQ�RI�PLVVLRQ�DQG�RU�YLVLRQ�DQG�JRDOV

IRU�UHDOL]LQJ�LW�
• DQ� DFWLRQ� SODQ� OLQNHG� WR� FRPPLWWHG� UHVRXUFHV� DQG� H[�

SHFWHG�RXWFRPHV�
• DQ�DVVHVVPHQW�RI�H[WHUQDO�DQG�LQWHUQDO�HQYLURQPHQWV��DQG

WKH� VWUHQJWKV� DQG�ZHDNQHVVHV�� RSSRUWXQLWLHV� DQG� WKUHDWV
HDFK�SRVH�

• DQ�DFFRXQWLQJ�RI�PHDVXUDEOH�UHWXUQV��DQWLFLSDWHG�DQG�UH�
DOL]HG��RQ�SXEOLF�LQYHVWPHQW�

• WDUJHWHG�� UHDOLVWLF� JRDOV� WKDW� EXLOG� RQ� D� FRPPXQLW\·V
VWUHQJWKV�

• IRFXV�IURP�WKH�EHJLQQLQJ�RQ�LPSOHPHQWDWLRQ�RU�DFWLRQ�
• FOHDU�OLQHV�RI�UHVSRQVLELOLW\�RU�GHVLJQDWHG�DXWKRULW\��DQG�
• YLVLEOH�UHVXOWV�IURP�LQLWLDO�SURMHFWV��&LJOHU��������&LJOHU�HW

DO���������
7KH�LPSRUWDQFH�RI�DFKLHYLQJ�LQLWLDO�UHVXOWV�ZRXOG�VHHP�WR�UXQ�FRQWUDU\

WR�WKDW�RI�VXVWDLQLQJ�D�ORQJ�WHUP�IRFXV��5DWKHU��HYHQ�PLQRU�RUJDQL]DWLRQDO
VXFFHVVHV� FDQ� KHOS� ERRVW� FRQILGHQFH� LQ� QHZ� DSSURDFKHV� WR� GHYHORSPHQW�
DQG� FRQVHQVXV� JRDOV� XVXDOO\� SURGXFH� DJUHHG�XSRQ� SUREOHPV� DQG� QHHGV
WKDW� FDQ� EH� UHDGLO\� DGGUHVVHG� RQFH� FROOHFWLYH� DWWHQWLRQ� LV� JLYHQ� WR� WKHP�
7XSHOR·V�UHPDUNDEOH�VXFFHVV�VWRU\��IRU�H[DPSOH��EHJDQ�ZLWK�D�WRZQ�FOHDQ�
XS�HIIRUW��$Q�DVVHVVPHQW�RI�FRPPXQLW\�DVVHWV�� OLDELOLWLHV�DQG�IXWXUH�SURV�
SHFWV��ZKLFK�ZH�ODWHU�GLVFXVV�LQ�JUHDWHU�GHWDLO��SURYLGHV�D�QHFHVVDU\�IRFXV
IRU�FLYLF�HQHUJ\� IURP�WKH�RXWVHW�� LGHQWLI\LQJ� UHDOLVWLF�JRDOV� DQG� VWUDWHJLHV
WKDW�HOHYDWH�FRQILGHQFH�LQ�WKH�SURFHVV�

,Q�VSLWH�RI�WKH�SRWHQWLDO�WKH\�RIIHU��IHZ�ZRXOG�VXJJHVW�WKDW�EXLOGLQJ�FR�
RSHUDWLRQ�EHWZHHQ�FRPPXQLWLHV��LQVWLWXWLRQV��RUJDQL]DWLRQV��HWF���LV�DQ�HDV\
PDWWHU��,QGHHG��WXUI�LVVXHV�KDYH�VW\PLHG�WKH�PRVW�QREOH�RI�FDXVHV�KHUH�DQG
DEURDG�IRU�JHQHUDWLRQV��7KH�GLIILFXOW�� WLPH�FRQVXPLQJ�SURFHVV�RI�FXOWLYDW�
LQJ�SXEOLF�LQWHUHVW��EXLOGLQJ�WUXVW�LQ�WKH�SURFHVV��DQG��VRPH�VXJJHVW��RYHU�
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FRPLQJ�D�JHQHUDO�UHVLVWDQFH�WR�FROODERUDWLRQ��0DF'RQDOG�REVHUYHV��FDQ�RE�
VWUXFW�SXEOLF� DQG�SULYDWH� HIIRUWV� �1&5&5'�� �������0RUHRYHU�� LQDGHTXDWH
RUJDQL]DWLRQDO�DQG�OHDGHUVKLS�FDSDELOLWLHV��1&5&5'���DQG�WKH�SUREOHP�RI
LQWHUYHQWLRQ�E\�JRYHUQPHQW��)UHVKZDWHU�DQG�(KUHQVDIW���������LI�WKH�SURF�
HVV�LV�LQLWLDWHG�E\�RQH�RI�LWV�UHSUHVHQWDWLYHV��DUH�DOO�SRVVLEOH�LPSHGLPHQWV�
+RZHYHU�� UHVHDUFK� DQG� H[SHULHQFH� DUH� GHPRQVWUDWLQJ� WKDW� LQYHVWPHQW� LQ
LQQRYDWLYH�FDSDFLW\�EXLOGLQJ�LQLWLDWLYHV�FDQ�IDFLOLWDWH�FROODERUDWLRQ�DQG�HQ�
JDJHPHQW�DQG�DFKLHYH�GHVLUHG�HFRQRPLF�RXWFRPHV�

/HDGHUVKLS�'HYHORSPHQW

%XLOGLQJ� FDSDFLW\� LV� ´GHYHORSLQJ� NQRZOHGJHDEOH� ORFDO� OHDGHUVKLS� WKDW
FDQ�UHVSRQG�WR��DQG�HYHQ�FUHDWH��RSSRUWXQLWLHV�IRU�HFRQRPLF�GHYHORSPHQWµ
�6HDUV�HW�DO����������%XW��DV�*ULVKDP�VXJJHVWV��OHDGHUVKLS�LV�D�IRUFH��QRW�VLP�
SO\�WKH�LQGLYLGXDOV�ZH�FXVWRPDULO\�LGHQWLI\�DV�´OHDGHUV�µ�7KH�XOWLPDWH�GLI�
IHUHQFH�EHWZHHQ�WUDGLWLRQDO�OHDGHUV�DQG�OHDGHUVKLS�OLHV�ZLWK�UHODWLRQVKLSV�
REVHUYHV�*ULVKDP��7KH�UHODWLYH�LQHIIHFWXDOLW\�RI�VRPH�WUDGLWLRQDO�OHDGHUV�LV
RIWHQ�D�SURGXFW�RI�WKHLU�UHOLDQFH�RQ�YHUWLFDO�UHODWLRQVKLSV�DQG�WKHLU�LQDELOLW\
WR�IRUP�KRUL]RQWDO�UHODWLRQVKLSV�ZLWKLQ�WKHLU�RZQ�FRPPXQLW\��IURP�ZKHUH
WKH�UHDO�HQHUJ\�RI�GHYHORSPHQW�PXVW�LVVXH��,Q�WKH�DUHQD�RI�UXUDO�GHYHORS�
PHQW�� WKH� DELOLW\� WR� IRUP�� VXVWDLQ�� DQG� ZRUN� FRRSHUDWLYHO\� ZLWK� DFWLYLVW
JURXSV�RU�WHDPV�LV�NH\�

,GHDOO\��FDSDFLW\�EXLOGLQJ�VWUDWHJLHV�VHUYH�PXOWLSOH�SXUSRVHV��LQFOXGLQJ
LGHQWLI\LQJ��QXUWXULQJ��DQG�VXVWDLQLQJ�OHDGHUVKLS�DQG�HQJDJHPHQW��3URFHVV
OHDGHUVKLS��ZKLFK� HPSKDVL]HV� KRUL]RQWDO� UHODWLRQVKLSV� DQG� IRFXVHV� VNLOOV
VXFK� DV� PHGLDWLQJ� FRQIOLFW�� FRQGXFWLQJ� HIIHFWLYH� PHHWLQJV�� EXLOGLQJ� FRQ�
VHQVXV��DQG�PD[LPL]LQJ�SDUWLFLSDWLRQ��LV�DV�LPSRUWDQW�DV�PRUH�WUDGLWLRQDO
SURMHFW� OHDGHUVKLS�� 2SHQ� GHPRFUDWLF� SURFHVVHV�� IRU� H[DPSOH�� SURYLGH� DQ
LPSRUWDQW�FDWDO\VW�IRU�HQJDJHPHQW��YDOLGDWH�WKH�FRQWULEXWLRQV�RI�LQGLYLGX�
DOV�DQG�HQFRXUDJH� WKHP�WR�FRQWLQXH�JLYLQJ��:KHWKHU� LQ� WKH� IRUP�RI� LQGL�
YLGXDOV�RU�JRDO�RULHQWHG�JURXSV��DQ�H[SDQGLQJ�EDVH�RI�OHDGHUVKLS��RQH�WKDW
LV�FRQWLQXDOO\�XQGHUJRLQJ�UHQHZDO��KHOSV�PD[LPL]H�OLPLWHG�UHVRXUFHV�DQG
ODXQFK�DQ�XSZDUG�VSLUDO�RI�DFWLYLW\�
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7RGD\��HYROYLQJ�OLWHUDWXUH�DQG�SUDFWLFH� LQIRUP�WKH�OHDGHUVKLS�GHYHORS�
PHQW�DFWLYLWLHV�EHLQJ�FRQGXFWHG�E\�SXEOLF��SULYDWH��DQG�QRQ�SURILW�RUJDQL�
]DWLRQV�� 0DQ\� KDYH� GHYHORSHG� WKH� LQWHUQDO� FDSDFLW\� WR� SURYLGH� VXFK
WUDLQLQJ�ZKLOH� RWKHUV� ORRN� RXWVLGH� WR� FRQVXOWLQJ� H[SHUWV�� 5XUDO� GHYHORS�
PHQW�LQLWLDWLYHV�ZLWK�D�FDSDFLW\�EXLOGLQJ�IRFXV�KDYH�FRQVLVWHQWO\�GHGLFDWHG
UHVRXUFHV� WR� WKH�HVWDEOLVKPHQW�RI� VRPH�RQJRLQJ��XVXDOO\� LQWHUQDO��PHFKD�
QLVP� IRU� GHYHORSLQJ� QHZ� OHDGHUV�� 6HYHUDO� VWDWHV� KDYH� QRZ� HVWDEOLVKHG
IRUPDO� LQVWLWXWHV� WKDW� FRRUGLQDWH�� GHOLYHU�� HYDOXDWH� DQG� UHILQH� OHDGHUVKLS
GHYHORSPHQW� VHUYLFHV�� ,GH�
DOO\�� DQ\� VXFK� YHKLFOH
VKRXOG� IRFXV� RQ� SURFHVV
OHDGHUVKLS� LQ� RUGHU� WR� VXV�
WDLQ� WKH� ZRUN� RI� EXLOGLQJ
UXUDO�FDSDFLW\�IRU�FKDQJH�

,Q� .HQWXFN\�� OHDGHUVKLS
GHYHORSPHQW� LQLWLDWLYHV
KDYH� EHHQ� XQGHUZD\� IRU
VRPH� WLPH�� EXW� WKHLU� IRFXV� DQG� FRQWHQW� GLIIHU� ZLWK� HDFK� RUJDQL]DWLRQ�
/HDGHUVKLS�.HQWXFN\��D�QRQ�SURILW�RUJDQL]DWLRQ�IXQGHG�SULPDULO\�E\�FRU�
SRUDWH�DQG�EXVLQHVV�FRQWULEXWLRQV��WUDLQV����VHOHFWHG�SDUWLFLSDQWV�HDFK�\HDU
LQ�DQ�HIIRUW�WR�EURDGHQ�´WKHLU�NQRZOHGJH�RI�.HQWXFN\·V�FKDOOHQJHV�DQG�RS�
SRUWXQLWLHVµ�DQG�LQVSLUH�IXWXUH�OHDGHUVKLS��7KH�SURJUDP��KRZHYHU��LV�JHQ�
HUDOO\�DLPHG�DW�DGYDQFLQJ�WKH�FDSDFLW\�RI� WUDGLWLRQDO� OHDGHUV��:KLOH�VRPH
SDUWLDO� VFKRODUVKLSV� DUH� DYDLODEOH�� WKH� SURJUDP·V� FRVW�� ������� SHU� SDUWLFL�
SDQW�� LV� SURKLELWLYH� WR� PDQ\�� 7KH� 8QLYHUVLW\� RI� .HQWXFN\·V� ([WHQVLRQ
6HUYLFH�SURYLGHV�D�UDQJH�RI� LPSRUWDQW�FDSDFLW\�EXLOGLQJ�VHUYLFHV� WR� LQWHU�
HVWHG�FRPPXQLWLHV��LQFOXGLQJ�OHDGHUVKLS�GHYHORSPHQW��,Q�FRQMXQFWLRQ�ZLWK
WKH�8QLYHUVLW\·V�$SSDODFKLDQ�&HQWHU�� OHDGHUVKLS�GHYHORSPHQW�ZRUNVKRSV
DUH�SURYLGHG��EXW�DW�D�PLQLPXP�FRVW�RI�������1RQ�SURILW�RUJDQL]DWLRQV��LQ�
FOXGLQJ�WKH�%UXVK\�)RUN�,QVWLWXWH��WKH�/RFDO�*RYHUQDQFH�3URMHFW��DQG�.HQ�
WXFNLDQV� IRU� WKH� &RPPRQZHDOWK�� RQ� WKH� RWKHU� KDQG�� KDYH� IRFXVHG
VLJQLILFDQW� UHVRXUFHV� RQ� LQFOXVLYH� OHDGHUVKLS� GHYHORSPHQW� LQLWLDWLYHV
DLPHG� DW� EURDGHQLQJ� FLYLF� HQJDJHPHQW� DQG� HQULFKLQJ� WKH� FDSDELOLWLHV� RI
FLWL]HQV�DQG�JURXSV��,Q�VSLWH�RI�WKH�HIIRUWV�XQGHUZD\��QR�V\VWHPDWLF�HIIRUW
WR� FRRUGLQDWH� WKHVH� LQLWLDWLYHV� DQG� HYDOXDWH� WKHLU� HIIHFWLYHQHVV� DQG� RXW�
FRPHV�KDV�EHHQ�XQGHUWDNHQ�

$URXQG�WKH�QDWLRQ��H[DPSOHV�RI�OHDGHUVKLS�GHYHORSPHQW�LQLWLDWLYHV�DUH
PXOWLSO\LQJ�� 7KH� &RORUDGR� 5XUDO� 5HYLWDOL]DWLRQ� 3URMHFW�� IRU� H[DPSOH�

5XUDO�GHYHORSPHQW�LQLWLDWLYHV
ZLWK�D�FDSDFLW\�EXLOGLQJ�IRFXV
FRQVLVWHQWO\�GHGLFDWH�UHVRXUFHV
WR�WKH�HVWDEOLVKPHQW�RI�VRPH
RQJRLQJ�PHFKDQLVP�IRU
GHYHORSLQJ�QHZ�OHDGHUV�
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ZKLFK�ZDV�HVWDEOLVKHG�LQ������ZLWK�WKH�DVVLVWDQFH�RI�D�.HOORJJ�)RXQGDWLRQ
JUDQW� WR�SURYLGH� OHDGHUVKLS� DQG� FRPPXQLW\�GHYHORSPHQW� DVVLVWDQFH�� HQ�
JDJHG����FRPPXQLWLHV��PRVW�ZLWK�SRSXODWLRQV�XQGHU��������LQ�WKH�ZRUN�RI
EXLOGLQJ�´LQWHUQDO�IRXQGDWLRQV�DQG�H[WHUQDO�UHODWLRQVKLSVµ��'XQQ�����������
$FFRUGLQJ�WR�9LVLRQV�LQ�$FWLRQ��D������UHSRUW�RQ�WKH�SURJUHVV�RI�WKLV�EURDG�
EDVHG� FDSDFLW\�EXLOGLQJ� LQLWLDWLYH�� UHVLGHQWV� RI� VRPH� VPDOO� WRZQV� UH�
VSRQGHG�E\� IRUPLQJ� FRPPXQLW\� WHDPV� WKDW�ZHUH� ´ORRNLQJ� WR� WKH� IXWXUH�
DVVHVVLQJ� FRPPXQLW\� FLUFXPVWDQFHV� DQG� RSWLRQV�� UHDFKLQJ� DJUHHPHQW� RQ
FRPPXQLW\� JRDOV� DQG� DFWLRQ�SODQV�� DQG� WDFNOLQJ� D� KRVW� RI� WDQJLEOH� FRP�
PXQLW\�LPSURYHPHQW�SURMHFWVµ��'XQQ������������7KH�SURMHFW�KHOSHG�ODXQFK
VHOI�GHYHORSPHQW� FRPPXQLW\� LQLWLDWLYHV� WKDW� HQJDJHG� D� EURDG� UDQJH� RI
SOD\HUV�� DQG�� LQ� VRPH� FRPPXQLWLHV�� EHFDPH� WKH� VHHG� IRU� FDWDO\WLF� VKRUW�
WHUP�JDLQV�

,PSRUWDQWO\�� D� VLPLODU� LQLWLDWLYH� LV� QRZ� XQGHUZD\� LQ� .HQWXFN\�� DOVR
IXQGHG� E\� WKH�.HOORJJ� )RXQGDWLRQ�� KRZHYHU�� LQ� RUGHU� WR� VXVWDLQ� HQHUJ\
DQG�FRPPLWPHQW�WR�UXUDO�GHYHORSPHQW��LW�ZLOO�EH�QHFHVVDU\�WR�GHYHORS�DQ
RQJRLQJ��ORQJ�WHUP�IRFXV��6WDWH�DQG�ORFDO�VXSSRUW�ZLOO�EH�LPSRUWDQW�WR�WKH
VXFFHVV�RI�VXFK�LQLWLDWLYHV�

&RPPXQLW\�$VVHVVPHQW

7KH�&RUSRUDWLRQ�IRU�(QWHUSULVH�'HYHORSPHQW�UHFRPPHQGV�LQ�5HWKLQNLQJ
5XUDO�'HYHORSPHQW� WKDW�EURDG�EDVHG�NQRZOHGJH�DQG�XQGHUVWDQGLQJ�RI� WKH
LQWHUUHODWLRQVKLSV�RI� HFRQRPLHV� VKRXOG� IRUP� WKH� IRXQGDWLRQ� IRU�SODQQLQJ
DQG�H[HFXWLQJ�GHYHORSPHQW�VWUDWHJLHV��&('���������,Q�VKRUW��ERWK�WKH�SRLQW
RI�GHSDUWXUH�DQG�WKH�FRQWLQXLQJ�SDWK�RI�GHYHORSPHQW�LQLWLDWLYHV³VWDWH�RU
ORFDO��UXUDO�RU�XUEDQ³PXVW�EH�LQIRUPHG�E\�VROLG��XVHDEOH�LQIRUPDWLRQ�WKDW
FDQ�EH�WUDQVIRUPHG�LQWR�JRDOV�DQG�REMHFWLYHV�IRU�WKH�IXWXUH��,WV�LPSRUWDQFH�
*OHQ�3XOYHU�DQG�'DYLG�'RGVRQ�REVHUYH��FDQQRW�EH�RYHUVWDWHG�

/RQJ�WHUP� VXFFHVV� UHVWV� RQ� D� FRPPXQLW\ªV� DELOLW\� WR� FODULI\� LWV
FXUUHQW� VLWXDWLRQ�� GHVFULEH� WKH� IXWXUH� LW� ZDQWV�� FKRRVH� IHDVLEOH
VWUDWHJLHV� WR� UHDFK� LWV� JRDOV�� DQG� LPSOHPHQW� LWV� SODQV� VNLOOIXOO\�
&RPPXQLW\� DVVHVVPHQW¦WKH� SURFHVV� WKDW� ORFDOLWLHV� XVH� WR� FDWD�
ORJXH� WKHLU� UHVRXUFHV��GHILFLWV�� RSSRUWXQLWLHV�� DQG�RSWLRQV¦LV� IXQ�
GDPHQWDO� WR� DQ\� VXFFHVVIXO�� VHOI�GLUHFWHG� HIIRUW� DW� FRPPXQLW\
GHYHORSPHQW��3XOYHU�	�'RGVRQ�����������
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3XOYHU�� D� 3URIHVVRU� (PHULWXV� IURP� WKH� 8QLYHUVLW\� RI�:LVFRQVLQ�0DGLVRQ
ZKR�VSHFLDOL]HV� LQ�FRPPXQLW\�HFRQRPLF�SROLF\�� DQG�'RGVRQ��ZKR�KHDGV
0'&�� ,QF��� LQ� &KDSHO� +LOO�� 1RUWK� &DUROLQD�� VXJJHVW� FRPPXQLWLHV� ZKLFK
KDYH�QRW�XQGHUJRQH�D� VWURQJ�DVVHVVPHQW�SURFHVV� DUH�EOLQGO\�JURSLQJ� IRU
WKH�SDWK�WR�SURVSHULW\��´7KH�UXUDO� ODQGVFDSH� LV� OLWWHUHG�ZLWK�FRPPXQLWLHV
WKDW�KDYH�PDGH� ODUJH�DQG�XQVXFFHVVIXO� LQYHVWPHQWV³LQ� LQGXVWULDO�SDUNV�
SURPRWLRQDO� FDPSDLJQV�� DLUVWULSV�� DQG� WRXULVW� IDFLOLWLHV³ZLWKRXW� ILUVW
PDSSLQJ�ZKHUH�WKH\�VWDQG�LQ�D�FRPSHWLWLYH�HQYLURQPHQWµ��3XOYHU�	�'RG�
VRQ�����������

3XOYHU�DQG�'RGVRQ��DV�ZHOO�DV�D�KRVW�RI�UXUDO�GHYHORSPHQW�H[SHUWV��HP�
SKDVL]H�WKH�LPSRUWDQFH�RI�FRPPXQLW\�DVVHVVPHQW�DV�D�SURFHVV��DQ�RQJRLQJ
UHQHZDO�RI�LQIRUPDWLRQ��JRDOV��DQG�VWUDWHJLHV�LQ�DFFRUGDQFH�ZLWK�FKDQJLQJ
FLUFXPVWDQFHV��6P\UH�HPSKDVL]HV�WKH�LPSRUWDQFH�RI�D�IXWXUH�RULHQWDWLRQ�LQ
FRPPXQLW\�DVVHVVPHQW�� ´7UDGLWLRQDOLVWV�PD\� VHH�SDVW� VWUHQJWKV�DV� IXWXUH
VWUHQJWKV��7KDW·V�D�PLVWDNHµ��6P\UH���������$�IXWXUHV�RULHQWDWLRQ�QHFHVVDU�
LO\� XQGHUVFRUHV� WKH� QHHG� IRU� VXVWDLQDEOH� GHYHORSPHQW� WKDW�ZLOO� FRQWLQXH
FRQWULEXWLQJ�WR�HFRQRPLF�DQG�VRFLDO�ZHOO�EHLQJ�RI�SHRSOH�DQG�SODFHV�RYHU
WKH� ORQJ� WHUP�� 2ULHQWLQJ� DVVHVVPHQW� WRZDUGV� WKH� ORQJ�WHUP� IXWXUH� XOWL�
PDWHO\�VWUHQJWKHQV�D�FRPPXQLW\·V�FDSDFLW\�IRU�FKDQJH�

$GGLWLRQDOO\�� WKH�JRDO�RI�EURDG�FRPPXQLW\�HQJDJHPHQW� LQ�WKH�SURFHVV
LV� FULWLFDOO\� LPSRUWDQW�� ´7KH� DVSLUDWLRQV� RI� UHVLGHQWV� VKRXOG� SURYLGH� WKH
SULPDU\� GLUHFWLRQ� IRU� SXEOLF� DFWLRQµ� �3XOYHU� 	� 'RGVRQ�� ������ ���� 2SHQ�
SXEOLF�PHHWLQJV�QRW�RQO\�HQULFK�WKH�DVVHVVPHQW�SURFHVV�� WKH\�DOVR�HQJDJH
FLWL]HQV��EXLOG� FRQVHQVXV�DQG�RZQHUVKLS�� DQG� VXUIDFH� OHDGHUVKLS��7KH� HV�
VHQWLDO� LQJUHGLHQWV� RI� FRPPXQLW\� DVVHVVPHQW�� DFFRUGLQJ� WR� 3XOYHU� DQG
'RGVRQ��DUH�

• D� GDWD�EDVHG� SRUWUDLW� RI� WKH� FRPPXQLW\� LQ� LWV� FXUUHQW
VWDWH�� D� EDODQFH� VKHHW� RI� DVVHWV� DQG� OLDELOLWLHV�� RU� LGHDOO\�
SHUIRUPDQFH�RYHU�WLPH�

• DQ�DVVHVVPHQW�RI�WKH�FRPPXQLW\·V�UHODWLYH�VWDQGLQJ�RQ�D
UDQJH�RI�FULWLFDO�LQGLFDWRUV�JDXJLQJ�VXFFHVV�RYHU�WLPH�DQG
LQ�UHODWLRQ�WR�RWKHUV�

• D� JDXJH� RI� WKH� FRPPXQLW\·V� FDSDFLW\� WR� H[SORLW� DGYDQ�
WDJHV�DQG�RYHUFRPH�GHILFLWV�

• SULRULW\�JRDOV�IRU�LPSURYLQJ�WKH�FRPPXQLW\·V�VWDWXV��DQG�
• D�SODQ�RI�DFWLRQ��3XOYHU�	�'RGVRQ��
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,Q�7XSHOR��ZH�VHH�D� ORQJ�VWDQGLQJ�UHOLDQFH�RQ� WHFKQLFDO�H[SHUWLVH� IURP
RXWVLGH� WR� SURYLGH� D� IRXQGDWLRQ� IRU� ORFDO� GHFLVLRQ�PDNLQJ�� RQH� WKDW� KDV
SURYLGHG�FULWLFDO�VXSSRUW�IRU�VXFFHVVLYH����\HDU�DQG�DQQXDO�VWUDWHJLF�SODQV�
$V� 3XOYHU� DQG�'RGVRQ� REVHUYH�� ZKLOH�PRVW� XUEDQ� FRPPXQLWLHV� SRVVHVV
VXIILFLHQW�UHVRXUFHV�WR�SXUFKDVH�WHFKQLFDO�H[SHUWLVH�LQ�WKH�PDUNHWSODFH��UX�
UDO�FRPPXQLWLHV�JHQHUDOO\�GR�QRW��&RQVHTXHQWO\��VWDWH�JRYHUQPHQW�FRXOG
SOD\�DQ�LPSRUWDQW�UROH�LQ�DGYDQFLQJ�ORFDO�FDSDFLW\�EXLOGLQJ�E\�SURYLGLQJ
WHFKQLFDO� DVVLVWDQFH� LQ� FRPPXQLW\� DVVHVVPHQW�� +RZHYHU�� LW� LV� LPSRUWDQW

WKDW�VXFK�WHFKQLFDO�DVVLV�
WDQFH� QRW� GLVSODFH� QRU
KLQGHU�WKH�JURZWK�RI�VR�
FLDO�FDSLWDO�

$JDLQ�� WKH�8QLYHUVLW\
RI� .HQWXFN\� ([WHQVLRQ
6HUYLFH� LV� VNLOOHG� DQG
H[SHULHQFHG� LQ� FRPPX�

QLW\� DVVHVVPHQW�� ZKLFK� LV� SURYLGHG� RQ� UHTXHVW�� KRZHYHU�� VWDII� DQG� UH�
VRXUFHV�DUH�OLPLWHG��/LNHZLVH��WKH�$UHD�'HYHORSPHQW�'LVWULFWV�KDYH�WKH�FD�
SDFLW\� WR� GHYHORS� H[SHUWLVH� LQ� DVVHVVPHQW� DQG� WR� EHJLQ� SURYLGLQJ� WKLV
FULWLFDO�IRXQGDWLRQ�IRU�FRPPXQLW\�EDVHG�GHYHORSPHQW��3DUW�RI�GHVLJQLQJ�D
FRPSUHKHQVLYH�VWUDWHJ\�IRU�UXUDO�GHYHORSPHQW�LV�GHWHUPLQLQJ�KRZ�EHVW�WR
SURYLGH�WKH�VXSSRUW�FRPPXQLWLHV�QHHG�WR�FRQGXFW�DVVHVVPHQWV�DQG�EHJLQ
WKH�DOO�LPSRUWDQW�SURFHVV�RI�EXLOGLQJ�WKH�FDSDFLW\�WR�FRPSHWH�DQG�SURVSHU�

:KLOH�PRVW�XUEDQ�FRPPXQLWLHV
SRVVHVV�VXIILFLHQW�UHVRXUFHV�WR
SXUFKDVH�WHFKQLFDO�H[SHUWLVH�LQ�WKH
PDUNHWSODFH��UXUDO�FRPPXQLWLHV
JHQHUDOO\�GR�QRW�
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6HOI�'HYHORSPHQW�6WUDWHJLHV

:KLOH�PXOWL�FRPPXQLW\�RU� UHJLRQDO�FROODERUDWLRQ�RIIHUV�FOHDU�RSSRUWXQLWLHV� WR�PD[LPL]H� UH�
VRXUFHV�� VHOI�GHYHORSPHQW� LQLWLDWLYHV� WKDW�KDYH�HPDQDWHG�RXW�RI� HPSRZHUHG� ORFDO� FRPPXQLWLHV
KDYH�DOVR�DFKLHYHG�UHPDUNDEOH�JRDOV��RIWHQ�LQ�D�UHODWLYHO\�VKRUW�WLPH��1XPHURXV�FDVH�VWXGLHV�GH�
WDLO�WKH�UHDG\�VXFFHVV�RI�ORFDO�VHOI�GHYHORSPHQW�LQLWLDWLYHV�WKDW�IRFXVHG�RQ�UHVWRULQJ��UHKDELOLWDW�
LQJ� RU� FRQYHUWLQJ� WR� SXEOLF� XVH� KLVWRULF� EXLOGLQJV�� SRWHQWLDO� WRXULVW� DWWUDFWLRQV�� DEDQGRQHG
EXVLQHVVHV�RU�RWKHU�FRPPXQLW\�DVVHWV��WR�FUHDWH�D�PDJQHW�RU�D�FHQWHU�RI�FRPPXQLW\�DFWLYLW\��2WK�
HUV� KDYH� GHYHORSHG� PDUNHWLQJ� VWUDWHJLHV�� UHFUXLWHG� DQG� HYHQ� SXUFKDVHG� QHZ� EXVLQHVVHV�� DQG
SURYLGHG�VHHG�PRQH\�IRU�QHZ�HQWHUSULVHV��:KLOH� WKHVH�DUH� WKH�PRVW� LPPHGLDWH� UHVXOWV�RI�FRP�
PXQLW\�GHYHORSPHQW�LQLWLDWLYHV��WKH\�DUH�DOVR�HPEOHPDWLF�RI�WKH�SRZHU�RI�VRFLDO�FDSLWDO��D� IRUFH
ZKLFK�EHJHWV�PRUH�FROOHFWLYH�HQHUJ\��7KHVH�SURMHFWV�KDYH�HQDEOHG�FRPPXQLWLHV�ZLWK�OLPLWHG�UH�
VRXUFHV�WR�DFKLHYH�XQH[SHFWHG�UHVXOWV��1XUWXULQJ�VXFK�HIIRUWV�E\�SURYLGLQJ�JUDQWV�DQG�RQJRLQJ
WHFKQLFDO�VXSSRUW�FRXOG�KHOS�SURGXFH�LPSRUWDQW�ORQJ�WHUP�EHQHILWV�

,Q�1RYLQJHU��0LVVRXUL��IRU�H[DPSOH��D�QRQ�SURILW�FRPPXQLW\�RUJDQL]DWLRQ�IRUPHG�WR� ODXQFK
FRPPXQLW\�LPSURYHPHQW�SURMHFWV�UHFUXLWHG�PRUH�WKDQ�����YROXQWHHUV�ZKR�GRQDWHG�������KRXUV
RI�WLPH�WR�WKH�UHFRQVWUXFWLRQ�RI�DQ�KLVWRULF������ORJ�KRPH�DW�DQ�HVWLPDWHG�VDYLQJV�RI���������IRU
WKH�FRPPXQLW\��'HVLJQHG�WR�KHOS�UHEXLOG�ORFDO�SULGH�LQ�WKLV�IRUPHU�FRDO�PLQLQJ�FRPPXQLW\��WKH
SURMHFW�DOVR�VHUYHG�WR�GHPRQVWUDWH�WKH�SRVVLELOLWLHV�FROOHFWLYH�DFWLRQ�KROGV��1DWLRQDO�$VVRFLDWLRQ
RI�7RZQV� DQG�7RZQVKLSV�� ������� ,W� LV�ZRUWK�QRWLQJ� WKDW� WKH� VXFFHVVIXO�GHYHORSPHQW� RI�7XSHOR
DQG�WKH�VXUURXQGLQJ�UHJLRQ�EHJDQ�ZLWK�D�FOHDQ�XS�SURMHFW�WKDW�FLWL]HQV�LGHQWLILHG�DV�WKHLU�WRS�SUL�
RULW\��*ULVKDP��������

,Q� ,OOLQRLV�� D� QXPEHU� RI� FRPPXQLWLHV� KDYH� GHPRQVWUDWHG� WKDW� ORFDO� JRDOV� FDQ� EH� UHDOL]HG
WKURXJK�ORFDO�HIIRUW��7KH�FHOHEUDWHG�VWRU\�RI�3URSKHWVYLOOH��IRU�H[DPSOH��LV�RQH�RI�D�VPDOO�FRPPX�
QLW\·V�GHWHUPLQDWLRQ�WR�FUHDWH� ODVWLQJ� MREV�E\�EX\LQJ�DQ� LQGXVWU\�RXWULJKW��:LWK� LPSRUWDQW�SUR�
ERQR� OHJDO� VXSSRUW�� YDOXDEOH� VRFLDO� FDSLWDO� LQ� WKLV� FDVH�� D� ORFDO� GHYHORSPHQW� RUJDQL]DWLRQ� VROG
���������LQ�VWRFN�WR�ORFDO�UHVLGHQWV�DQG�SXUFKDVHG�D�UHORFDWLQJ�ZRRG�SURGXFWV�LQGXVWU\��,Q�%OXH
0RXQG��UHVLGHQWV�VLPSO\�ZDQWHG�D�JURFHU\�VWRUH��VR�WKH\�IRUPHG�D�FRUSRUDWLRQ��VROG�VKDUHV�DQG
EXLOW�D�JURFHU\�WR�PHHW�D�SUHVVLQJ�QHHG�LQ�WKH�FRPPXQLW\��RQH�WKDW�PLJKW�EH�H[SHFWHG�WR�VSDZQ
RWKHU�ORFDO�EXVLQHVV�DFWLYLW\��,Q�2KLR��,OOLQRLV��WKH�FRPPXQLW\�ZDQWHG�WR�VXVWDLQ�SRSXODWLRQ�DQG
FRPPLWPHQW� WR� ORFDO� VFKRROV�� 7R� DFKLHYH� LWV� JRDO�� D� SURJUDP� RI� WD[� UHLPEXUVHPHQW� WR� IDPLOLHV
SXUFKDVLQJ�RU�EXLOGLQJ�KRPHV�LQ�WKH�FRPPXQLW\�ZDV�DGRSWHG�WR�DWWUDFW�FRPPXWHUV��$V�D�UHVXOW�
ORFDO�SRSXODWLRQ�DQG�VFKRRO�HQUROOPHQW�LQFUHDVHG��:DO]HU���������6LPLODUO\��UHJLRQV�RI�.HQWXFN\
WKDW�DUH�H[SHULHQFLQJ�GHSRSXODWLRQ�PD\�ZDQW�WR�FRQVLGHU�WD[�LQFHQWLYHV�IRU�IDPLOLHV�WR�HQFRXUDJH
LQYHVWPHQW�LQ�DQG�ORQJ�UDQJH�FRPPLWPHQW�WR�FRPPXQLWLHV�

$OVR� RIIHULQJ� SRWHQWLDO� IRU� UHSOLFDWLRQ� LQ� .HQWXFN\�� WKH� 9LUJLQLD� (DVWHUQ� 6KRUH� 6XVWDLQDEOH
'HYHORSPHQW� &RUSRUDWLRQ� XQLWHG� WKH� 1DWXUH� &RQVHUYDQF\� DQG� ORFDO� UHVLGHQWV� LQ� DQ� HIIRUW� WR
EXLOG�D�ORQJ�WHUP�VWUDWHJ\�DLPHG�DW�SUHVHUYLQJ�WKH�KHDOWK�DQG�EHDXW\�RI�WKH�FRXQW\·V�HFRV\VWHP
ZKLOH� H[SDQGLQJ� RSSRUWXQLWLHV� IRU� ORFDO� UHVLGHQWV�� -RLQW� SODQV� LQFOXGHG� WKH� FXOWLYDWLRQ� RI� HFR�
WRXULVP�DWWUDFWLRQV� WKDW� FRPELQHG� FRQVHUYDWLRQ�JRDOV� DQG� SODQV� IRU� H[SDQGHG�SXEOLF� XVH�� VSH�
FLDOW\�DJULFXOWXUDO� SURGXFHUV�� DQG�EXVLQHVV�GHYHORSPHQW�� 7KH�1RUWKKDPSWRQ�(FRQRPLF� )RUXP
EURXJKW� ORQJ�WHUP� IRFXV� DQG� ORFDO� FRQWURO� WR� WKLV� FRDVWDO� UHJLRQ�� XWLOL]LQJ� FDSDFLW\�EXLOGLQJ
VWUDWHJLHV� VXFK� DV� FRPPXQLW\� DVVHVVPHQW� DQG� OHDGHUVKLS� GHYHORSPHQW� WUDLQLQJ� WR� DGYDQFH� LWV
PLVVLRQ�� 7KLV� ZRUN� RIIHUV� D� SRVVLEOH� PRGHO� IRU� WKRVH� XQGHUGHYHORSHG� UHJLRQV� RI� .HQWXFN\
EOHVVHG� ZLWK� VLJQLILFDQW� QDWXUDO� DPHQLWLHV�� ,Q� WKHVH� UHJLRQV�� WKH� FRPELQDWLRQ� RI� HFR�WRXULVP�
FRPSOHPHQWDU\�DJULFXOWXUDO�RU�KRUWLFXOWXUDO�VWUDWHJLHV��DQG�SODQQHG�ORFDO�EXVLQHVV�GHYHORSPHQW
PD\�RIIHU�D�PHDQV�WR�JUDGXDOO\�UHYHUVH�ORQJ�WHUP�F\FOHV�RI�MREOHVVQHVV�DQG�SRYHUW\�
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,QYHVWPHQWV�WKDW�3D\�'LYLGHQGV

:KLOH� ODXQFKLQJ� D� SURFHVV� WKDW� DVNV� LQFUHDVLQJO\� DOLHQDWHG� FLWL]HQV� WR
EHFRPH�LQYROYHG�DQG�EHOLHYH� LQ� WKHLU�RZQ�SRWHQWLDO� LV� IUDXJKW�ZLWK�GLIIL�
FXOW\��WKH�ODFN�RI�ILQDQFLDO�VXSSRUW�IRU�VXFK�HQJDJHPHQW�PD\�EH�WKH�PRVW
IRUPLGDEOH�REVWDFOH�WR�LWV�UHDOL]DWLRQ��,Q�D������QDWLRQDO�VWXG\�RI�UXUDO�VHOI�
GHYHORSPHQW� SURMHFWV�� )ORUD�� *DOH�� 6FKPLGW�� *UHHQ� DQG� )ORUD� IRXQG� WKDW
FRPPXQLW\�EDVHG��VHOI�KHOS�LQLWLDWLYHV�DUH�KDPSHUHG�E\�WKH�VDPH�GLOXWLRQ
RI� UHVRXUFHV� WKDW� KDV� KLVWRULFDOO\� LQKLELWHG� UXUDO� GHYHORSPHQW�� )XQGLQJ
DQG�DFFHVV� WR�FDSLWDO�ZHUH�PRVW� IUHTXHQWO\� LGHQWLILHG�DV�REVWDFOHV� WR� VHOI�
GHYHORSPHQW�VWUDWHJLHV�� ,PSRUWDQWO\�� WKH�DXWKRUV�QRWH��PXFK�RI� WKH�ZRUN
RI�WKHVH�RUJDQL]DWLRQV�FRXOG�EH�DGYDQFHG�WKURXJK�UHODWLYHO\�VPDOO�VXPV�RI
PRQH\��)ORUD�HW�DO���������

$� QDWLRQDO� VXUYH\� RI� UXUDO� VHOI�GHYHORSPHQW� LQLWLDWLYHV� FRQGXFWHG� IRU
WKH�86'$� LQ� ����� �*UHHQ� HW� DO��� ������ FRQFOXGHG� WKDW� WKHVH� ORFDO� HIIRUWV
JHQHUDWH�SRVLWLYH��WDQJLEOH�EHQHILWV�WR�FRPPXQLWLHV��3UHGLFWDEO\��KRZHYHU�
WKH\� DUH� RIWHQ� FRQVWUDLQHG� E\� D� ODFN� RI� UHVRXUFHV�� KXPDQ� DQG� ILQDQFLDO�
DQG��WR�D�OHVVHU�H[WHQW��E\�RSSRVLWLRQ�IURP�WUDGLWLRQDO�OHDGHUV³LI�WKH\�DUH
QRW�LQYROYHG�LQ�WKH�HIIRUW��'RFXPHQWHG�VXFFHVVHV�RI�FRPPXQLW\�GHYHORS�
PHQW� LQLWLDWLYHV� RYHU� D� UHODWLYHO\� VKRUW� VSDQ� RI� WLPH�� KRZHYHU�� VWURQJO\
VXJJHVW�WKH�QHHG�IRU�EURDGHU�SXEOLF�LQYHVWPHQW�

:KHQ�DVNHG�ZKDW�SUHVHQWHG�D�´JUHDW�KLQGUDQFHµ�WR�WKH�LPSOHPHQWDWLRQ
RI�VHOI�GHYHORSPHQW�HIIRUWV�� UHVSRQGHQWV�PRVW� IUHTXHQWO\�FLWHG�´DYDLODELO�
LW\�RI�FDSLWDOµ�����SHUFHQW�RI�UHVSRQGHQWV���IROORZHG�E\�WKH�FRVW�RI�FDSLWDO
����SHUFHQW���ODFN�RI�FDSDEOH�PDQDJHPHQW�����SHUFHQW���DQG�ODFN�RI�WHFKQL�
FDO�DVVLVWDQFH�����SHUFHQW���(DFK�RI�WKHVH�LVVXHV�FDQ�EH�UHVROYHG�WKURXJK�WKH
UHGHSOR\PHQW� RI� PRUH� GROODUV� GHVLJQDWHG� IRU� HFRQRPLF� GHYHORSPHQW� WR
FRPPXQLW\�OHYHO�LQLWLDWLYHV�

2WKHU� LVVXHV�RI� ORFDO� FDSDFLW\�� LQFOXGLQJ� WKH� ODFN�RI� VNLOOHG� ODERU�� ORFDO
JRYHUQPHQW� FDSDELOLWLHV�� SURIHVVLRQDO� SHUVRQQHO�� DQG� FRPPXQLW\� OHDGHU�
VKLS��ZHUH� FLWHG�E\�EHWZHHQ���SHUFHQW� DQG����SHUFHQW�RI� UHVSRQGHQWV�� ,Q
DGGLWLRQ��IHZHU�WKDQ���SHUFHQW�RI�UHVSRQGHQWV�FLWHG�RSSRVLWLRQ�IURP�ORFDO
JRYHUQPHQW�� WKH�SULYDWH�VHFWRU�� UHWLUHG�SHUVRQV��DQG� ODERU�JURXSV� �*UHHQ
HW�DO���������

7KHVH� QDWLRQDO� VXUYH\� UHVXOWV� DOVR� VXJJHVW� WKDW� IHGHUDO� SURJUDPV� DQG
IXQGLQJ� SOD\� DQ� LPSRUWDQW� UROH� LQ� QXUWXULQJ� DQG� VXVWDLQLQJ� ORFDO� GHYHO�
RSPHQW�LQLWLDWLYHV��,QGHHG��QHDUO\����SHUFHQW�RI�UHVSRQGHQWV�UHSRUWHG�WKDW
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D�UHJLRQDO�RU� ORFDO�H[WHQVLRQ�DJHQW�KDG�EHHQ� LQYROYHG� LQ� WKH�SURMHFW��DQG
WKH� ODUJHVW� SURMHFWV� ZHUH� IXQGHG� E\� IHGHUDO�� VWDWH� RU� ORFDO� JRYHUQPHQW
�*UHHQ�HW�DO����������)DFHG�ZLWK�DQ�DOPRVW�FHUWDLQ�UHGXFWLRQ�RI�IHGHUDO�GRO�
ODUV� IRU� UXUDO� GHYHORSPHQW� LQLWLDWLYHV�� H[SDQGHG� ORFDO� DQG� VWDWH� JRYHUQ�
PHQW�VXSSRUW�FRXOG�IDFLOLWDWH�WKH�HPHUJHQFH�RI�PRUH�RI�WKHVH�LQLWLDWLYHV�

,Q�VSLWH�RI�UHVRXUFH�FRQ�
VWUDLQWV� DQG� UHODWLYHO\
VKRUW� OLIHVSDQV� ���� SHUFHQW
RI� UHVSRQGLQJ� RUJDQL]D�
WLRQV�KDG�EHHQ�LQ�H[LVWHQFH
RQO\� VLQFH� ������� VHOI�
GHYHORSPHQW� RUJDQL]D�
WLRQV� UHSRUWHG� VXFFHVVIXO
HIIRUWV� WR� FUHDWH� MREV� DQG
JHQHUDWH� LQFRPH�� $V� LOOXV�
WUDWHG�� WKH� RYHUZKHOPLQJ
PDMRULW\� ���� SHUFHQW�� RI
UHVSRQGHQWV� UHSRUWHG
KDYLQJ� KDG� D� SRVLWLYH� LP�
SDFW� RQ� MREV� FUHDWLRQ�� DV
ZHOO�DV�D�UDQJH�RI�IDFHWV�RI
FRPPXQLW\� OLIH�� 7KH� PH�
GLDQ� QXPEHU� RI� MREV� UH�
SRUWHG� FUHDWHG� RU� VDYHG
ZDV� ��� SHU� LQLWLDWLYH�� DQG
PRUH� WKDQ� KDOI� RI� UHVSRQ�
GHQWV� UHSRUWHG� WKDW� DOO� RI
WKH� MREV� JHQHUDWHG� E\� WKH
LQLWLDWLYH� ZHUH� ILOOHG� E\

ORFDO�UHVLGHQWV��2Q�DYHUDJH�����SHUFHQW�RI�MREV�FUHDWHG�����SHUFHQW�RI�ZKLFK
ZHUH�VNLOOHG��ZHQW�WR�ORFDO�UHVLGHQWV��2YHUDOO��VHOI�GHYHORSPHQW� LQLWLDWLYHV
DOVR�JHQHUDWHG�PHGLDQ�JURVV�VDOHV�RI�����������ZKLFK�ZHUH�OLNHO\�WR�UDGLDWH
EHQHILWV�LQ�WKH�FRPPXQLW\��*UHHQ�HW�DO���������

6LJQLILFDQWO\��WKHVH�HIIRUWV��WKH�VXUYH\�IRXQG��DUH�QRW�D�VXEVWLWXWH�IRU�LQ�
GXVWULDO�UHFUXLWPHQW��EXW�UDWKHU�D�FRPSOHPHQWDU\�VWUDWHJ\��:KLOH�D�SOXUDO�
LW\�RI�UHVSRQGLQJ�VHOI�GHYHORSPHQW�SURJUDPV�����SHUFHQW��UHSRUWHG�KDYLQJ
PDGH�QR�DWWHPSW�WR�HQJDJH�LQ�LQGXVWULDO�UHFUXLWPHQW�����SHUFHQW�UHSRUWHG
IDLOHG� HIIRUWV� DQG� ��� SHUFHQW� UHSRUWHG� VXFFHVV�� $PRQJ� WKRVH� ZKR� VXF�
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FIGURE 3
Percent of Respondents Reporting 

Benefits of Rural 
U.S. Self-Development Initiatives, 1990 

Source:  Gary P. Green, Jan L. Flora, Cornelia B. Flora, and Frederick E. Schmidt, 
Results of a National Study of Rural Self-Development Projects, U.S.D.A., Economic 
Research Service, November 1993.
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FHHGHG� LQ�UHFUXLWLQJ� LQGXVWU\�� WKH�PHGLDQ�QXPEHU�RI� MREV�FUHDWHG�ZDV���
�*UHHQ�HW�DO����������&RQVHTXHQWO\��LW�DSSHDUV�WKDW�VHOI�GHYHORSPHQW�LQLWLD�
WLYHV� DUH� HQMR\LQJ� VXFFHVV� ZKHWKHU� RU� QRW� WKH\� HQJDJH� LQ� LQGXVWULDO� UH�
FUXLWPHQW�DQG�WKDW�WKH\�FDQ�DFKLHYH�VXIILFLHQW�FDSDFLW\�WR�JDUQHU�UHVXOWV�LQ
WKLV�DUHQD��LI�WKH\�SXUVXH�WKHP�

$XWKRUV�RI�WKH�VXUYH\�DOVR�IRXQG�WKDW�WKH�PRUH�FRPPXQLWLHV�HQJDJHG�LQ
SODQQLQJ� DQG� VHWWLQJ� JRDOV�� WKH� PRUH� VXFFHVVIXO� WKHLU� YHQWXUH� LQWR� VHOI�
GHYHORSPHQW��$PRQJ�UHVSRQGHQWV�����SHUFHQW�UHSRUWHG�WKDW�SXEOLF�PHHW�
LQJV�KHOSHG� VKDSH� VXFK�SODQQLQJ��/LNHZLVH�� OHDGHUVKLS�� WKH�GHYHORSPHQW
RI�ZKLFK�LV�HVVHQWLDO�WR�H[SDQGLQJ�WKH�FDSDFLW\�RI�UXUDO�FRPPXQLWLHV��ZDV
DQ� LPSRUWDQW� SUHGLFWRU� RI� VXFFHVV�� 7KH� DXWKRUV� REVHUYH� WKDW� FLWL]HQV� LQ�
YROYHG� LQ� JUDVVURRWV� GHYHORSPHQW� LQLWLDWLYHV� QHHG� WUDLQLQJ� LQ� WKH� IXQGD�
PHQWDOV�RI�GHPRFUDWLF�RUJDQL]DWLRQ��2XWVLGH�IXQGLQJ�LV�DOVR�NH\�VLQFH�RQO\
RQH�HLJKWK�RI�IXQGV�XWLOL]HG�E\�UHVSRQGHQWV�FDPH�IURP�ORFDO�VRXUFHV��%XW�
WKH�DXWKRUV�QRWH�� IXQGV�QHHG�QRW�EH�PDVVLYH�� ,QVWHDG�� WKH\�FRQFOXGH� WKDW
´WRR�PXFK�IXQGLQJ�WRR�VRRQ�FDQ�IRUFH�D�SURMHFW�WR�EHFRPH�LQHIILFLHQW�DQG
JURZ�WRR�IDVWµ��*UHHQ�HW�DO��������������+HQFH��VHHG�PRQH\��DV�ZHOO�DV� LP�
SRUWDQW� VXVWDLQLQJ� JUDQWV�� FRXOG� KHOS� ODXQFK� FRPPXQLW\�EDVHG� UXUDO� GH�
YHORSPHQW� HIIRUWV� WKDW� KDYH� SURYHQ� WR� KDYH� VLJQLILFDQW� KXPDQ� DQG
HFRQRPLF�PXOWLSOLHU�HIIHFWV�RYHU�WLPH�

%URDG�EDVHG� SXEOLF� VHFWRU� FRPPLWPHQW� IURP� VWDWH� DQG� ORFDO� JRYHUQ�
PHQW�� DQG� WKH� SULYDWH� VHFWRU�� FRXOG�SOD\� D� VWURQJ� VXSSRUWLQJ� UROH� LQ� WKH
HYROXWLRQ�RI� D�QHWZRUN�RI� FROODERUDWLYH�GHYHORSPHQW� LQLWLDWLYHV� WKURXJK�
RXW�UXUDO�.HQWXFN\��3URMHFWV�GHVLJQHG�WR�EXLOG�UXUDO�GHYHORSPHQW�FDSDFLW\
DQG�QXUWXUH�FROODERUDWLYH�LQLWLDWLYHV�DUH�HPHUJLQJ�DFURVV�WKH�8QLWHG�6WDWHV
DQG�DURXQG�WKH�ZRUOG��)URP�WKH�QDWLRQDO�IRFXV�RQ�GLVWUHVVHG�FRPPXQLWLHV�
ZKLFK�WKH�&RPPXQLW\�)XWXUHV�3URJUDP�KDV�DGRSWHG�LQ�&DQDGD��WR�D�UDQJH
RI� VWDWH� LQLWLDWLYHV� VXFK� DV� WKRVH� LQ� &RORUDGR�� ,GDKR�� .DQVDV�� 1HEUDVND�
1RUWK�&DUROLQD��2UHJRQ��:DVKLQJWRQ��DQG�:LVFRQVLQ��WKH�ZRUN�RI�EXLOGLQJ
FRPPXQLWLHV� IURP�ZLWKLQ� LV� EHLQJ� EURDGO\� DGYDQFHG��:KLOH� VRPH� VWDWHV
VXFK�DV�:LVFRQVLQ�DUH�DGRSWLQJ�PRUH�DFWLYH�UROHV��SODFLQJ�UHVRXUFH�GHYHO�
RSPHQW� VSHFLDOLVWV� LQ� H[WHQVLRQ� RIILFHV� WKURXJKRXW� WKH� VWDWH�� RWKHUV� KDYH
DGRSWHG� PRUH� SDVVLYH� VWUDWHJLHV�� SURYLGLQJ� DVVLVWDQFH� ZKHQ� ORFDOLWLHV
PDNH�WKH�ILUVW�VWHS��6HDUV��5HGPDQ��*DUGQHU��DQG�$GDPV���������,Q�HDFK�RI
WKHVH�FDVHV��KRZHYHU��JRYHUQPHQW�VXSSRUW�� LQ�WKH�IRUP�RI�WHFKQLFDO�DVVLV�
WDQFH��UHVHDUFK��IDFLOLWDWRUV�� WUDLQLQJ�� OHDGHUVKLS�GHYHORSPHQW��DQG�JUDQWV�
DGYDQFHV�WKH�ZRUN�RI�UXUDO�GHYHORSPHQW�XQGHU�D�FDSDFLW\�EXLOGLQJ�PRGHO�
:KLOH�SXEOLF�VXSSRUW�LV�QHHGHG�WR�FORVH�FULWLFDO�JDSV�LQ�SK\VLFDO�DQG�VRFLDO
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LQIUDVWUXFWXUH� DQG� IXQG� HQWUHSUHQHXULDO� YHQWXUHV�� SXEOLF� VXSSRUW� IRU� WKH
ZRUN�RI�FRPPXQLW\�GHYHORSPHQW�LV�NH\�WR�EXLOGLQJ�WKH�LQWHUQDO�UHVRXUFHV
UXUDO� FRPPXQLWLHV�QHHG� WR�PRUH�HIIHFWLYHO\� OHYHUDJH� LQYHVWPHQW�� ,QGHHG�
LQYHVWPHQW� LQ� FRPPXQLW\� GHYHORSPHQW� PD\� EH� WKH� PRVW� SURILWDEOH� RQH
JRYHUQPHQW�FDQ�PDNH�

(OHPHQWV�RI�.HQWXFN\·V�VWUDWHJLF�HFRQRPLF�GHYHORSPHQW�SODQ�KHOS�DG�
YDQFH�WKH�FDSDFLW\�RI�ORFDO�FRPPXQLWLHV��ORFDO�GHYHORSPHQW�RUJDQL]DWLRQV�
DQG�ILUPV�WKURXJK�H[SDQGHG�SDUWLFLSDWLRQ��UHFUXLWPHQW�WUDLQLQJ��LQGXVWULDO
QHWZRUNV�� DQG� H[SRUW� DVVLV�
WDQFH��1HYHUWKHOHVV�� LQ�RUGHU�WR
EULQJ� UHDO� IRFXV� WR� WKH� LPSRU�
WDQW� ZRUN� RI� H[SDQGLQJ� ORFDO
FDSDFLW\�� LW�ZLOO�EH�QHFHVVDU\�WR
UHILQH� DQG� UHRUGHU� VWDWH� JRY�
HUQPHQW·V� DSSURDFK� WR� GHYHO�
RSPHQW�� ,W� LV� RQH� WKDW� PXVW
FRQVLVWHQWO\�UHFRJQL]H�WKH�FRP�
SHOOLQJ�QHHGV� RI�.HQWXFN\·V� UXUDO� FRPPXQLWLHV�� DV�ZHOO� DV� WKH� HQRUPRXV
SRWHQWLDO�RI�FLWL]HQV��RUJDQL]DWLRQV��DQG�ILUPV�LQ�WKHVH�FRPPXQLWLHV��:KLOH
JDUQHULQJ�PHDVXUDEOH�UHVXOWV�ZLOO�WDNH�WLPH��DV�LW�GLG�LQ�7XSHOR��WKH�SRZHU
RI� FRPPXQLWLHV� WKDW� DUH� ULFK� LQ� VRFLDO� FDSLWDO� DQG� FLYLF� SDUWLFLSDWLRQ� LV
OLNHO\�WR�SURGXFH�VXVWDLQDEOH�EHQHILWV�RYHU� WKH� ORQJ�WHUP�� ,Q�VKRUW��EXLOG�
LQJ�WKH�FDSDFLW\�RI�WKRVH�ZKR�VHUYH�DQG�OLYH�DQG�ZRUN�LQ�UXUDO�FRPPXQL�
WLHV�ZLOO�SURYLGH�WKH�IRXQGDWLRQ�.HQWXFNLDQV�QHHG�WR�FRPSHWH�DQG�SURVSHU
LQ�WKH���VW�&HQWXU\�

3XEOLF�VXSSRUW�IRU�WKH�ZRUN
RI�FRPPXQLW\�GHYHORSPHQW�LV
NH\�WR�EXLOGLQJ�WKH�LQWHUQDO
UHVRXUFHV�UXUDO�FRPPXQLWLHV
QHHG�WR�PRUH�HIIHFWLYHO\
OHYHUDJH�LQYHVWPHQW�
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$�&DVH�6WXG\

/HVVRQV�IURP�7XSHOR
2&$7('�,1�7+(�585$/�1257+($67(51�&251(5�2)�:+$7
+$6�+,6725,&$//<� %((1�21(�2)� 7+(� 1$7,21·6� 3225(67
67$7(6�� /HH� &RXQW\�� 0LVVLVVLSSL�� KHOG� WKH� GXELRXV� GLVWLQFWLRQ� RI

EHLQJ�KRPH�WR�WKH�SRRUHVW�RI�WKH�SRRU�LQ�WKH�PLG�����V��7R�PDNH�PDWWHUV
ZRUVH��LWV�SULQFLSDO�FLW\��7XSHOR��KDG�EHHQ�YLUWXDOO\�GHVWUR\HG�E\�D�WRUQDGR
MXVW�D�IHZ�\HDUV�HDUOLHU��7RGD\��/HH�&RXQW\�ERDVWV�WKH�VHFRQG�KLJKHVW�SHU
FDSLWD� LQFRPH� LQ�0LVVLVVLSSL�� RQH� WKDW� QHDUO\� SDUDOOHOV� WKH� 8�6�� DYHUDJH�
DQG� WKH� HQHUJ\� RI� DQ� XSZDUG� VSLUDO� RI� GHYHORSPHQW� LV� DOPRVW� SDOSDEOH�
7XSHOR� KDV� EHFRPH� DQ� LQWHUQDWLRQDOO\� UHFRJQL]HG� PDJQHW� IRU� LQGXVWULDO
LQYHVWPHQW� DQG� DQ� H[HPSODU� RI� UXUDO� GHYHORSPHQW� WKDW� LV� UDGLDWLQJ� HFR�
QRPLF�EHQHILWV�GHHSO\�LQWR�VXUURXQGLQJ�UXUDO�DUHDV�

7KH�URRWV�RI�7XSHOR·V�WUDQVIRUPDWLRQ�FDQ�EH�WUDFHG�WR�WKH�HIIRUWV�RI�YL�
VLRQDU\� QHZVSDSHU� SXEOLVKHU� *HRUJH� 0F&OHDQ� ZKR� FDUHIXOO\� FXOWLYDWHG
EURDG�HQJDJHPHQW�LQ�WKH�ZRUN�RI�OLIWLQJ�WKLV�UXUDO�0LVVLVVLSSL�GHOWD�UHJLRQ
RXW�RI�WKH�UXLQ�OHIW�E\�WKH�VZLIW�SDWK�RI�D�WRUQDGR�DQG�WKH�VORZ�GHVWUXFWLYH�
QHVV� RI� MREOHVVQHVV� DQG� SRYHUW\�� $V� 8QLYHUVLW\� RI� 0LVVLVVLSSL� 3URIHVVRU
9DXJKQ�*ULVKDP��ZKR�KHDGV�WKH�0F&OHDQ�,QVWLWXWH�RI�&RPPXQLW\�'HYHO�
RSPHQW�DW�WKH�8QLYHUVLW\�RI�0LVVLVVLSSL��REVHUYHV��0F&OHDQ�NQHZ�WKDW�DOO
KH�KDG�ZDV�SHRSOH�DQG�WKH�UHODWLRQVKLSV�WKH\�PLJKW�IRUP��7XSHOR�KDG�LWV
VKDUH�RI�ZHOO�FRQQHFWHG� OHDGHUV�ZLWK� OLQNV� WR�:DVKLQJWRQ��'�&��� -DFNVRQ�
DQG� RWKHU� SRLQWV� RI� SRZHU�� EXW� WKH\� ODFNHG� OHDGHUVKLS�� )URP�1HZ� (QJ�
ODQG�VW\OH� WRZQ�PHHWLQJV� WR� RQH�RQ�RQH�PHHWLQJV�ZLWK�EXVLQHVV� FRPPX�
QLW\�OHDGHUV��LQ�ZKLFK�KH�SDLQVWDNLQJO\�H[SODLQHG�WKDW�DV�ORQJ�DV�FXVWRPHUV
ZHUH� SRRU�� EXVLQHVVHV� FRXOG� QRW� EH� H[SHFWHG� WR� PDNH� PRQH\�� 0F&OHDQ
JUDGXDOO\�OHYHUDJHG�HQRXJK�FLYLF�HQJDJHPHQW�WR�FUHDWH�DQ�LQWR[LFDWLQJ�HI�
IHFW��:RUNLQJ�WRZDUG�VKDUHG�JRDOV��WKH�SHRSOH�RI�7XSHOR�EHJDQ�WR�FKDQJH
HFRQRPLF�DQG�VRFLDO�FLUFXPVWDQFHV�LQ�WKHLU�RZQ�FRPPXQLW\��DQG�RYHU�WKH

/
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ORQJ� WHUP��ZKLFK� LV� ZKHUH� GHYHORSPHQW� LQLWLDWLYHV� FDQ� DQG�PXVW� EH� IR�
FXVHG��([WUDRUGLQDU\�JDLQV�ZHUH�PDGH��*ULVKDP��������

1RW� VXUSULVLQJO\�� WKH� 7XSHOR� RI� WRGD\� LV� KRPH� WR� UHPDUNDEOH� LQWHUQDO
FDSDFLW\�� 7KH� ZRUN� RI� GHYHORSPHQW� DSSHDUV� WR� EH� DOPRVW� ZKROO\� LQGH�
SHQGHQW� RI� VWDWH� HIIRUWV�� D� SURGXFW� RI� EURDG� FRQVHQVXV�� ORFDO� YLVLRQ�� DQG
HPSRZHUHG� ILUPV�� JUDVVURRWV� RUJDQL]DWLRQV�� DQG� FLWL]HQV�� &RPPXQLW\
OHDGHUV�SURXGO\�QRWH�WKDW�7XSHOR·V�KLJK�WHFK�KLJK�VFKRRO�ZDV�SODQQHG�E\
LWV�VWXGHQWV��/LNH� LWV�VSUDZOLQJ�QHZ�KLJK�VFKRRO��ZKLFK�ERDVWV� ODVHUV�DQG
URERWLFV��7XSHOR·V�GHYHORSPHQW�LQLWLDWLYHV�DUH�DWWXQHG�WR�WKH�ODUJHU�FRQWH[W
RI�JOREDO�PDUNHWV��WHFKQRORJLFDO�DGYDQFHPHQW��DQG�RUJDQL]DWLRQDO�FKDQJH�

:KLOH� LQGXVWULDO� UHFUXLWPHQW� LV� FHQWUDO� WR� WKH�ZRUN�RI� WKH�&RPPXQLW\
'HYHORSPHQW� )RXQGDWLRQ� �&')���ZKLFK� KDV�ZRUNHG� WR� DGYDQFH� UHJLRQDO
JRDOV�VHW�E\�LWV�JRYHUQLQJ�ERDUG�VLQFH�LWV�FKDUWHU�LQ�������D�EOHQGLQJ�RI�WKH

WKUHH� ´ZDYHVµ� RI� GH�
YHORSPHQW� SROLFLHV� LV
HYLGHQW�� ´7KLUG� ZDYHµ
VWUDWHJLHV� WKDW� IRFXV� RI
KRZ� GHYHORSPHQW� LV
FRQGXFWHG�DUH�NH\��EXW
&('� UHFRPPHQGV

EOHQGLQJ� WKLV� IRFXV� RQ� SURFHVV� ZLWK� ILUVW� ZDYH� LQGXVWULDO� UHFUXLWPHQW
VWUDWHJLHV�DQG�VHFRQG�ZDYH�DVVLVWDQFH�WR�EXVLQHVV��LQGXVWU\��DQG�HQWUHSUH�
QHXUV��&('���������7XSHOR·V�DSSURDFK�WR�GHYHORSPHQW�VXJJHVWV�WKDW�WKLUG
ZDYH�SURFHVVHV�PLJKW�KDYH�EHHQ�LQYHQWHG�LQ�WKLV�PRVW�XQOLNHO\�RI�SODFHV�
&')�LV�QRZ�DERXW�WKH�EXVLQHVV�RI�PHHWLQJ�WKH�JRDOV�RI�LWV�ILIWK����\HDU�VWUD�
WHJLF�SODQ�� WKH� ILUVW�RI�ZKLFK�ZDV�SUHSDUHG� LQ�������(DFK� VXFFHVVLYH�SODQ
KDV� RXWOLQHG� JRDOV� IRU� UDLVLQJ� UHJLRQDO� TXDOLW\� RI� OLIH�� (YHU\� \HDU�� &')·V
SHUIRUPDQFH�LV�PHDVXUHG�E\�LWV�DELOLW\�WR�UHDOL]H�DQQXDO�JRDOV�WKDW�H[WHQG
ZHOO�EH\RQG�WKH�UHFUXLWPHQW�RI�LQGXVWU\��$QG�VLJQLILFDQW�OHYHUDJH�ZLWK�WKH
SULYDWH�VHFWRU�KDV�HQDEOHG�&')�WR�EURDGHQ�LWV�LPSDFW�

,PSRUWDQWO\��WKH�ILUVW�SODQ��IRU�ZKLFK�FLW\�PHUFKDQWV�EHJDQ�UDLVLQJ�IXQGV
GXULQJ� :RUOG� :DU� ,,�� HPSKDVL]HG� WKH� HFRQRPLF� LQWHUGHSHQGHQFLHV� EH�
WZHHQ�7XSHOR�DQG�RXWO\LQJ�IDUPV�DQG�FRPPXQLWLHV��´7KLV�PXWXDO�LQWHUHVW
RI� WRZQ�DQG�FRXQWU\�KDV�XQLYHUVDO� UHFRJQLWLRQ�µ�REVHUYHG� WKH�FRPSOHWHG
����� UHSRUW� WR� 7XSHOR� OHDGHUV�� 7KH� ILUVW� DQG� DOO� VXEVHTXHQW� SODQV� KDYH
VWUHVVHG�D�UHJLRQDO�RU�PXOWL�FRPPXQLW\�DSSURDFK�WR�GHYHORSLQJ�WKH�HFRQ�
RP\��RQH�WKDW�UHFRJQL]HV�DQG�HPSKDVL]HV�UXUDO�DQG�XUEDQ�LQWHUGHSHQGHQ�

&')�LV�QRZ�DERXW�WKH�EXVLQHVV�RI
PHHWLQJ�WKH�JRDOV�RI�LWV�ILIWK����\HDU
VWUDWHJLF�SODQ��WKH�ILUVW�RI�ZKLFK�ZDV
SUHSDUHG�LQ������
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FLHV��8QOLNH�PDQ\�UXUDO�DUHDV�WKURXJKRXW�WKH�8QLWHG�6WDWHV��WKLV�FRUQHU�RI
0LVVLVVLSSL�KDV�VXFFHVVIXOO\�UHWDLQHG�LWV�IDUP�DQG�UXUDO�SRSXODWLRQ�

6WUDWHJLF�ORQJ�WHUP�YLVLRQ�LV�DW�WKH�URRW�RI�WKLV�0LVVLVVLSSL�GHYHORSPHQW
VXFFHVV� VWRU\��7KH� DUFKLWHFWV� RI� WKH� UHJLRQ·V� UHQDLVVDQFH�� IRU� H[DPSOH�� GR
QRW�EHOLHYH�WKDW�D�UXUDO�HFRQRP\�FDQ�EH�EXLOW�RQ�VHUYLFH�LQGXVWULHV��1RU�DUH
WRXULVP�DQG�UHFUHDWLRQ�GHYHORSPHQW�YLHZHG�DV�D�YLDEOH�GHYHORSPHQW�RS�
WLRQV�� 7RXULVP�� REVHUYHV�+DUU\�0DUWLQ��ZKR�KDV� VHUYHG� DV�&')� GLUHFWRU
IRU� QHDUO\� ��� \HDUV�� FUHDWHV� D� ´VXE�FODVVµ� RI� XQGHU�SDLG� ZRUNHUV�� ´7ZR
SHRSOH� DUH� GRLQJ� ZHOO� DW� WKDW� KRWHO�µ� 0DUWLQ� JHVWXUHV� WRZDUG� 7XSHOR·V
QHZHVW�LQQ��´7KH\�RZQ�LWµ��0DUWLQ��������

%HFDXVH�&')·V�YLVLRQ�LV�WKDW�RI�EXLOGLQJ�DQ�HFRQRP\�RQ�WKH�VWUHQJWK�RI
LQGXVWULDO� SD\UROOV�� LQGXVWULDO� UHFUXLWPHQW� LV� FHQWUDO� WR� LWV� VWUDWHJ\�� %XW�
XQOLNH� PDQ\� VRXWKHUQ
FRPPXQLWLHV�� 7XSHOR� LV
ORRNLQJ� IRU�JLYHUV��QRW� WDN�
HUV�� LQGXVWULHV� WKDW�ZDQW� WR
HQULFK� FRPPXQLW\� DQG
DFKLHYH� KLJKHU� OHYHOV� RI
SHUIRUPDQFH�� SURILW�� DQG
SURVSHULW\�� 7KRVH� ZKR� DUH
XQZLOOLQJ� WR� JLYH� DUH� HVVHQWLDOO\� H[FOXGHG� IURP� UHFHLYLQJ� WKH� VHUYLFHV� RI
&')��ZKLFK�DUH�DYDLODEOH�WR�LQGXVWULHV�QHZ�DQG�ROG��:KLOH�QHZ�LQGXVWULHV
PD\� EH� H[WHQGHG� WD[� H[HPSWLRQV�� WKH\� DUH� OLPLWHG� WR� ��� \HDUV�� )URP� LWV
ODQG� EDQN��&')� DOVR�PDNHV� SURSHUW\� DYDLODEOH� DW� FRPSHWLWLYH� SULFHV� EXW
QHYHU�JLYHV�LW�DZD\�

$�WUXH�PHDVXUH�RI�LWV�VXFFHVV��WKH�SHRSOH�RI�7XSHOR�DQG�VXUURXQGLQJ�DU�
HDV�KDYH�EHFRPH�ULFKHU�EHFDXVH�RI�WKH�H[WUDRUGLQDU\�VWRFN�RI�VRFLDO�FDSLWDO
FRPPXQLW\� OHDGHUV� KDYH� FXOWLYDWHG�� ´6KDULQJ� VHVVLRQV�µ� ODXQFKHG� LQ� WKH
����V�� EULQJ� ODERU�� WUDQVSRUWDWLRQ�� DQG� SODQW�PDQDJHUV� WRJHWKHU� WR� VKDUH
LGHDV�� LQIRUPDWLRQ� DQG� UHVRXUFHV�� 7RGD\�� LQGLYLGXDOV� DQG� FRUSRUDWH� FLWL�
]HQV��QHZ�DQG�ROG�DOLNH��DUH�VLPSO\�H[SHFWHG�WR�JLYH�WR�WKHLU�FRPPXQLW\�
WR�SDUWLFLSDWH�LQ�LWV�HQULFKPHQW��,Q�GRLQJ�VR��WKH\�FRQWLQXH�D�ORQJ�DQG�GLV�
WLQJXLVKHG�WUDGLWLRQ�WKDW�EHJDQ�ZLWK�WKH�OHDGHUVKLS�RI�0F&OHDQ��ZKR�ILUVW
HQJDJHG�ORFDO�PHUFKDQWV�DQG�DUHD�FLWL]HQV�LQ�D�GLDORJXH�DERXW�WKHLU�FRP�
PXQLW\·V�IXWXUH�DQG�UDLVHG�IXQGV�WR�SODQ�IRU�LW�

2YHU�WKH�GHFDGHV��&')�KDV�H[HFXWHG�ILYH����\HDU�SODQV��7RGD\��0DUWLQ
GHVFULEHV� WKH�PRGHUQ�&')� IDFLOLW\� RQ�0DLQ� 6WUHHW� DV� D� ´ZLGJHW� IDFWRU\µ
WKDW�FUHDWHV�SD\UROOV��´7KHUH�DUH�QR�EDFN�SDWWHUV�LQ�WKLV�EXLOGLQJµ��0DUWLQ�

7XSHOR�LV�ORRNLQJ�IRU�JLYHUV��QRW
WDNHUV��LQGXVWULHV�WKDW�ZDQW�WR
HQULFK�FRPPXQLW\�DQG�DFKLHYH
KLJKHU�OHYHOV�RI�SHUIRUPDQFH�
SURILW�DQG�SURVSHULW\�
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�������,QVWHDG��WKLV�´FXVWRGLDQ�RI�WKH�IXWXUHµ�LV�KRPH�WR�D����PHPEHU�WHDP
RI� SURIHVVLRQDOV�� LQFOXGLQJ� D� WUDLQHG� FLW\� SODQQHU�� D� JUDQWV�ZULWHU�� DQG� D
WKUHH�PHPEHU� PDUNHWLQJ� WHDP�� $� KLJK�WHFK� RSHUDWLRQ� WKDW� PLUURUV� WKH
JRDOV� LW� VHWV� IRU� WKH� FRPPXQLW\� DW� ODUJH��&')�KRXVHV� VRSKLVWLFDWHG� FRP�
SXWHU�HTXLSPHQW��&$'�&$0�FDSDELOLWLHV��D�IXOO�SULQWLQJ�SUHVV��DQG�YLGHR
SURGXFWLRQ�FDSDELOLWLHV�

6XSSRUWHG�E\�DQ�DQQXDO�EXGJHW�RI������PLOOLRQ��SURYLGHG�QHDUO\�HTXDOO\
E\� ORFDO� FRQWULEXWRUV�� JUDQWV�� DQG� IHHV� IRU� VHUYLFHV�� &')·V� JRDOV� IRU� ����
DORQH�LQFOXGH�FUHDWLQJ�������QHZ�MREV��������RI�WKHP�LQ�PDQXIDFWXULQJ��HQ�
FRXUDJLQJ�´ZRUOG�FODVV� VNLOOV�DQG� WHFKQRORJLFDO� WUDLQLQJµ�DW�HYHU\�HGXFD�
WLRQDO� OHYHO�� FRQGXFWLQJ� D� FRPSUHKHQVLYH� LQYHQWRU\� RI� WKH� WD[� VWUXFWXUH�
DQG�SURPRWLQJ�FRPPXQLW\�EHDXWLILFDWLRQ��WKH�GHYHORSPHQW�RI�PRGHUDWHO\
SULFHG�KRXVLQJ��DQG�UHJLRQDO�LQIUDVWUXFWXUH�

7KH�IRXQGDWLRQ·V�UROH�LV�GHVFULEHG�DV�WKDW�RI�IDFLOLWDWRU�RU�FKDQJH�DJHQW�
HPSRZHULQJ� RWKHUV� WR� FRQWULEXWH� DQG�SDUWLFLSDWH�PRUH� IXOO\� LQ� WKH� FRP�
PXQLW\��´:H�DUH�QRW�PDQDJHUV�µ�0DUWLQ�REVHUYHV�� ,QVWHDG��&')�SURYLGHV
WHFKQLFDO�VHUYLFHV��PDUNHWLQJ�DQG�SXEOLF�UHODWLRQV�VXSSRUW�IRU�ORFDO�RUJDQL�
]DWLRQV�� DZDUGV� VPDOO� JUDQWV³XVXDOO\� PDWFKHG³WKDW� KDYH� JURZQ�PRUH
WKDQ�KDOI�D�GR]HQ�QRQ�SURILW�RUJDQL]DWLRQV�DQG�ODXQFKHG�FRPPXQLW\�EHDX�
WLILFDWLRQ�HIIRUWV� DQG�D�KRVW� RI� RWKHU�GHYHORSPHQW� DFWLYLWLHV�� /RFDO� VFKRRO
GLVWULFWV�DUH�DOVR�VWURQJO\�VXSSRUWHG�E\�&')�

&')�LV�DOVR�UHPDUNDEO\�DSROLWLFDO��:KLOH�VRPH�SROLWLFDO�OHDGHUV�VHUYH�RQ
&')·V� SULYDWH� VHFWRU�GRPLQDWHG� ERDUG� DQG� KHOS� VKDSH� WKH� GHYHORSPHQW
DJHQGD�� WKH\� DUH� H[�RIILFLR� PHPEHUV�� SURKLELWHG� IURP� YRWLQJ� E\� VWURQJ
FRQIOLFW� RI� LQWHUHVW� SURYLVLRQV� LQ� VWDWH� HWKLFV� ODZV�� 8QOLNH� PDQ\� SURIHV�
VLRQDO�GHYHORSPHQW�DJHQFLHV��&')�GLVGDLQV�WKH�XVXDO�REOLJDWRU\�YLVLW�ZLWK
SXEOLF�RIILFLDOV��(VVHQWLDOO\��WKH\�DUH�H[FOXGHG�IURP�WKH�UHFUXLWPHQW�SURFHVV
DOWRJHWKHU�� ,QVWHDG�� LW� LV� D� KLJKO\� SURIHVVLRQDO�� VWULFWO\� FRQILGHQWLDO� SURF�
HVV³QRW�HYHQ�&')�ERDUG�PHPEHUV�NQRZ�WKH�LGHQWLW\�RI�SURVSHFWV��:KLOH
GLUHFW�FLWL]HQ�SDUWLFLSDWLRQ�LQ�OXULQJ�LQGXVWULHV�LV�SUHFOXGHG�LQ�WKH�LQWHUHVW
RI�PDLQWDLQLQJ�SURIHVVLRQDOLVP��DQQXDO�DQG�ORQJ��UDQJH�SODQV�WKDW�LQIRUP
UHFUXLWPHQW�DUH�VKDSHG�LQ�D�SDUWLFLSDWRU\�SURFHVV�

,PSRUWDQWO\��&')·V����\HDU�SODQV��DV�ZHOO�DV�RWKHU� VWUDWHJLF� LQLWLDWLYHV�
DUH�EDVHG�RQ�H[WHQVLYH�UHVHDUFK�FRQGXFWHG�E\�DFDGHPLFV�DQG�FRQVXOWDQWV
ZKR� FDUHIXOO\� H[DPLQH� LQWHUUHODWHG� HFRQRPLF� IRUFHV� DQG� KHOS� WKH� UHJLRQ
DQWLFLSDWH�WKHP��$W�SUHVHQW��&')�LV�DJJUHVVLYHO\�UHFUXLWLQJ�SURIHVVLRQDOV³
DWWRUQH\V�� DFFRXQWDQWV�� DQG� HQYLURQPHQWDO� FRQVXOWDQWV³WR� ILOO� DQ� LGHQWL�
ILHG� QHHG� RI� WKH� JURZLQJ� PDQXIDFWXULQJ� EDVH�� 7KH� UHFHQW� HPSKDVLV� RQ
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UHVLGHQWLDO�KRXVLQJ� LV� DQ� HIIRUW� WR� DGGUHVV� D� JURZLQJ� ODERU� VKRUWDJH� WKDW
DQDO\VWV�EHOLHYH�LV�WLHG�WR�LQDGHTXDWH�KRXVLQJ��&RQVHTXHQWO\��WKH�FRPPX�
QLW\�LV�DJJUHVVLYHO\�ZRUNLQJ�WR�DWWUDFW�IDPLOLHV�DQG�SURPRWH�KRPH�RZQHU�
VKLS� WKURXJK�SODQQHG�KRXVLQJ�GHYHORSPHQWV��'HYHORSPHQW�RI�D� UHJLRQDO
PDOO� DQG� D� KXJH� IXUQLWXUH�PDUW�� ZKHUH� QHZ� SURGXFWV� DUH� VKRZFDVHG� WR
EX\HUV� IURP� DURXQG� WKH� QDWLRQ�� DUH� WKH� SURGXFWV� RI� VWXGLHV� WKDW� GHWHU�
PLQHG�QHHG�DQG�FDSDFLW\�

&')�SODQQHUV�NQRZ�ZKHUH� HYHU\� FRPPHUFLDO�� LQGXVWULDO�� DQG� UHVLGHQ�
WLDO�VLWH�ZLOO�EH�IRU� WKH�QH[W����\HDUV�� ,Q�DQWLFLSDWLRQ�� WKH� IRXQGDWLRQ�SXU�
FKDVHV�RSWLRQV�RQ�SODQQHG�LQGXVWULDO�VLWHV��HQDEOLQJ�LW�WR�VHOO�WR�SURVSHFWLYH
LQGXVWULHV� RU� GHYHORSHUV� DW� D� IDLU� SULFH�� FRQGXFWV� DOO� SUH�HQYLURQPHQWDO
ZRUN��DQG�VXSSOLHV�DQG�PDUNHWV�XWLOLWLHV�WR�QHZ�LQGXVWULHV��$QG��ZKLOH� LW
VKXQV�PDQDJHPHQW�RI�DQ\�ORFDO�SURMHFWV�WKDW�PLJKW�GLYHUW�WKH�RUJDQL]DWLRQ
IURP�WKH�EXVLQHVV�RI�PDNLQJ�MREV��&')�SURYLGHV�VHHG�PRQH\�DQG�SURPR�
WLRQDO�DVVLVWDQFH�WR�IDFLOLWDWH�FRPPXQLW\�SURMHFWV�DQG�RUJDQL]DWLRQV�

,Q�VSLWH�RI�LWV�ORQJ�KLVWRU\�LQ�WKH�EXVLQHVV�RI�PDNLQJ�MREV��&')�KDV�H[�
KLELWHG�D� UHPDUNDEOH�DELOLW\� WR�FKDQJH�DQG�DGDSW��:KHQ�RQH�RI� LWV� LQLWLDO
YHQWXUHV�FROODSVHG�DV�D�FRQVHTXHQFH�RI�D�VFLHQWLILF�GHYHORSPHQW��FRPPX�
QLW\� OHDGHUV�GLG�QRW� ORRN�EDFN��7RGD\��+DUU\�0DUWLQ� UHFRXQWV� WKH� WUDQVL�
WLRQ�ZLWK�D� UDUH�DSSUHFLDWLRQ�RI� WKH�SRZHU�RI�GLVFRYHU\�DQG�FKDQJH�� DQG
WKH�JRRG�WKDW�FDQ�LQGHHG�FRPH�IURP�LW�

:KLOH� ZH� ORRN� WR� 7XSHOR� IRU
WUDQVIHUDEOH� LGHDV�� WKH� SHRSOH� RI
UXUDO� .HQWXFN\� XOWLPDWHO\� PXVW
VKDSH� WKHLU� RZQ� IXWXUH�� MXVW� DV
WKH� FLWL]HQV� RI� /HH�&RXQW\��0LV�
VLVVLSSL�� GLG�� 7XSHOR·V� H[SHUL�
HQFH�� KRZHYHU�� LV� LQVWUXFWLYH�
$PRQJ� RWKHU� WKLQJV�� LW� XQGHU�
VFRUHV�WKH�QHHG�WR�QXUWXUH�EURDG
FLYLF� HQJDJHPHQW� LQ� WKH� GHYHO�
RSPHQW�SURFHVV��WR�EULQJ�D�ORQJ�WHUP��IXWXUH�RULHQWHG�IRFXV�WR�WKH�ZRUN�RI
GHYHORSPHQW��WR�SODQ�VWUDWHJLFDOO\�IRU�D�IXWXUH�RI�ULVLQJ�SURVSHULW\��WR�EXLOG
WKH�FDSDFLW\�WR�FRPSHWH�DQG�SURVSHU�ZLWKLQ�RXU�FRPPXQLWLHV��WR�FXOWLYDWH
LQGLYLGXDO�� RUJDQL]DWLRQDO� DQG� FRUSRUDWH� OHDGHUVKLS�� WR� HQULFK� WKH� GHYHO�
RSPHQW�SURFHVV�ZLWK�NQRZOHGJH�DQG�H[SHUWLVH��DQG�WR�PDQDJH�FKDQJH�HI�
IHFWLYHO\��:KLOH�FRPPXQLWLHV�RI�WKH�&RPPRQZHDOWK�FOHDUO\�PXVW�SXW�WKHLU
´PDGH�LQ�.HQWXFN\µ�VWDPS�RQ�WKH�ZRUN�RI�UXUDO�GHYHORSPHQW��WKH�OHVVRQV

:KLOH�FRPPXQLWLHV�RI�WKH
&RPPRQZHDOWK�FOHDUO\�PXVW
SXW�WKHLU�§PDGH�LQ�.HQWXFN\¨
VWDPS�RQ�WKH�ZRUN�RI�UXUDO
GHYHORSPHQW��WKH�OHVVRQV�RI
7XSHORªV�H[SHULHQFH�DUH�OLNHO\
WR�HQGXUH�
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RI�7XSHOR·V�H[SHULHQFH�DUH� OLNHO\�WR�HQGXUH��7KH\�FDQ�LQIRUP�WKH�ZRUN�RI
UXUDO� GHYHORSPHQW� WKURXJKRXW� .HQWXFN\� DQG� LQFUHDVH� WKH� OLNHOLKRRG� RI
LQFUHDVHG�SURVSHULW\�
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)RUJLQJ�1HZ�7UDGLWLRQV
+(� )25&(6� :+,&+� ,1+,%,7� '(9(/230(17� ,1� 585$/
.(178&.<�72'$<�$5(�127�1(:�72�86��,QVWHDG��WKH\�DUH�FRQ�
WLQXLQJ�� VHOI�SHUSHWXDWLQJ� OHJDFLHV�� 7KDW� SRYHUW\�� MREOHVVQHVV�� DQG

XQGHUHPSOR\PHQW�DUH�VWLOO�YHU\�PXFK�ZLWK�XV�WKURXJKRXW�UXUDO�.HQWXFN\�
LQ�VSLWH�RI�PDQ\�ZHOO�LQWHQGHG�SDVW�HIIRUWV�� LV� UHDVRQ�HQRXJK�WR�GUDPDWL�
FDOO\�FKDQJH�RXU�DSSURDFK�WR�GHYHORSPHQW��%XW� WKH� ODUJHU� IRUFHV�RI�JORE�
DOL]DWLRQ�� WHFKQRORJLFDO� DGYDQFHPHQW�� DQG� RUJDQL]DWLRQDO� UHDOLJQPHQW
FRPSHO� XV� WR� FKDQJH�� 7KH\� KDYH� UHQGHUHG� WKH� VLPSOH� ´MREV�HTXDOV�
GHYHORSPHQWµ�IRUPXOD�LQFRPSOHWH�DW�EHVW��0RUH³PXFK�PRUH³LV�QHHGHG
WR� DFKLHYH� UXUDO� DQG�XUEDQ� SURVSHULW\��:RUNHUV�� ILUPV�� LQVWLWXWLRQV�� FRP�
PXQLWLHV�� DQG�JRYHUQPHQW�PXVW�SRVVHVV� WKH� FDSDFLW\� WR� VHL]H� RSSRUWXQL�
WLHV�

$FURVV�.HQWXFN\�� WKH�VHHGV�RI� FKDQJH�DUH�EHLQJ�EURDGO\� FDVW�� ,Q� VRPH
.HQWXFN\� FRPPXQLWLHV�� WKH�ZRUN� RI� SUHSDULQJ� IRU� WKH� IXWXUH� LV�ZHOO� XQ�
GHUZD\�� ,Q� %RZOLQJ�*UHHQ�� IRU� H[DPSOH�� WKH�&RPPXQLWLHV� RI� WKH� )XWXUH
SURMHFW� KDV� HVWDEOLVKHG� D� QDWLRQDO� FDSDFLW\� EXLOGLQJ� IRFXV�� HPSKDVL]LQJ
WHFKQRORJ\�� FLWL]HQ
QHWZRUNV�� OHDGHUVKLS
GHYHORSPHQW�� DQG
FRQVHQVXV�GHPRFUDF\�
6LPLODUO\��%HUHD�EDVHG
0$&('�KDV�ODXQFKHG
D� 6XVWDLQDEOH� &RP�
PXQLWLHV� LQLWLDWLYH
WKDW� ZLOO� KHOS� ORFDO
FRPPXQLWLHV� EXLOG� IURP�ZLWKLQ� DQG� SODQ� IRU� DQ� HFRQRP\� WKDW� FDQ� \LHOG
UHWXUQV�RYHU�WKH�ORQJ�WHUP��6WDWHZLGH�SURMHFWV�VXFK�DV�WKH�(GXFDWLRQ��$UWV
DQG� +XPDQLWLHV� &DELQHW·V� &XOWXUDO� (FRQRPLFV� ,QLWLDWLYH� DUH� IRFXVHG� RQ
EXLOGLQJ� WKH� FDSDFLW\� ZLWKLQ� ORFDO� FRPPXQLWLHV� WR� FDSWXUH� WKH� IXOO� HFR�

7

,Q�%RZOLQJ�*UHHQ��WKH�&RPPXQLWLHV
RI�WKH�)XWXUH�SURMHFW�KDV�HVWDEOLVKHG�D
QDWLRQDO�FDSDFLW\�EXLOGLQJ�IRFXV�
HPSKDVL]LQJ�WHFKQRORJ\��FLWL]HQ
QHWZRUNV��OHDGHUVKLS�GHYHORSPHQW�
DQG�FRQVHQVXV�GHPRFUDF\�
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QRPLF�SRWHQWLDO�RI�WKHLU�ULFK�FXOWXUDO�UHVRXUFHV��(DFK�RI�WKHVH�LQLWLDWLYHV�DV
ZHOO�DV�PDQ\�PRUH�DUH� ORRNLQJ�ORQJ�WHUP��IRFXVLQJ�UHVRXUFHV�DW� WKH� ORFDO
OHYHO��DQG�HPSKDVL]LQJ�WKH�FULWLFDO�LPSRUWDQFH�RI�EURDG�FLYLF�HQJDJHPHQW
RU�VRFLDO�FDSLWDO�

0DQ\�.HQWXFNLDQV� DOVR�KDYH�JRRG� LGHDV� DERXW�KRZ�ZH�PXVW� SUHSDUH
DQG� SRVLWLRQ� WKH� &RPPRQZHDOWK� IRU� WKH� IXWXUH�� ,Q� UHFHQW� \HDUV�� VHYHUDO
FRPPLVVLRQV��WDVN�IRUFHV�DQG�SULYDWH�RUJDQL]DWLRQV�KDYH�SURGXFHG�OLWHUDOO\
KXQGUHGV�RI�UHFRPPHQGDWLRQV�IRU�LPSURYLQJ�WKH�OLYHV�RI�FLWL]HQV�DQG�WKH
RSHUDWLRQV� RI� JRYHUQPHQW�� ,Q� ������ WKH�&RPPLVVLRQ� RQ�.HQWXFN\
V�*RY�
HUQPHQW�LVVXHG�PRUH�WKDQ�����VHSDUDWH�UHFRPPHQGDWLRQV�WR�PDNH�WKH�H[�
HFXWLYH� EUDQFK� PRUH� HIILFLHQW� DQG� HIIHFWLYH�� ,Q� ������ WKH� *RYHUQRU
V
&RPPLVVLRQ� RQ� 4XDOLW\� DQG� (IILFLHQF\� HQGRUVHG� PRUH� WKDQ� ���� UHFRP�
PHQGDWLRQV� IRU� FKDQJLQJ�.HQWXFN\
V� JRYHUQPHQW�� 7KLV� \HDU�� FRPPLWWHHV
RI� WKH�.HQWXFN\�$SSDODFKLDQ�7DVN�)RUFH�SUHVHQWHG� ��� UHFRPPHQGDWLRQV
DQG�SULPDU\�FRQFHUQV� LQ� WKHLU������ UHSRUW��&RPPXQLWLHV� RI�+RSH��$QG� WKH
(FRQRPLF� 'HYHORSPHQW� &DELQHW
V� VWUDWHJLF� SODQ� LQFOXGHV� ILYH� JRDOV�� ��
VWUDWHJLHV�DQG����WDFWLFV�

$GG�WR�WKHVH�UHSRUWV�WKH�HIIRUWV�RI�3URMHFW�����,QF���WKH�(GXFDWLRQ��$UWV�	
+XPDQLWLHV�&DELQHW��WKH�'HSDUWPHQW�IRU�6RFLDO�6HUYLFHV��$J��3URMHFW������
DQG� WKH� .HQWXFN\� 7RPRUURZ� &RPPLVVLRQ�� DQG� ZH� KDYH� \HDUV� RI� KDUG
ZRUN� IURP� KXQGUHGV� RI� JURXSV� DQG� LQGLYLGXDOV�� 7KHLU� HIIRUWV� KDYH� SUR�
GXFHG�PDQ\�QHZ�DQG�FUHDWLYH�VROXWLRQV�WR�YH[LQJ�SUREOHPV��<HW�WKH�VKHHU
YROXPH�RI�UHFRPPHQGDWLRQV�FRXOG�OHDYH�DQ\RQH�IHHOLQJ�FUXVKHG�XQGHU�DQ
DYDODQFKH�RI��WKLQJV�WR�GR��

5DWKHU�WKDQ�DGG�DQRWKHU�OHQJWK\�OLVW�RI�UHFRPPHQGDWLRQV�WR�WKH�PL[��ZH
LQVWHDG�WXUQ�WR�WKH�DOUHDG\�H[LVWHQW�ERG\�RI�UHFRPPHQGDWLRQV��ZKLFK�HFKR
WKH�PDMRU�WKHPHV�RI�WKLV�UHSRUW��7KH\�DUH�

• 7KLQN�DQG�SODQ�IRU�HQJDJHPHQW�ZLWK�WKH�ZRUOG�
• )RFXV�UHVRXUFHV�DQG�HIIRUW�DW�WKH�FRPPXQLW\�OHYHO��DQG�
• 'HYHORS�KLJK�SHUIRUPDQFH�JRYHUQPHQW�

:H�FRQFOXGH�ZLWK� VRPH� LGHDV�DERXW�EXLOGLQJ�RQ� WKH�ZRUN�ZKLFK�KDV�DO�
UHDG\� WDNHQ� SODFH� LQ� RUGHU� WR� FUHDWH� D� FRPSUHKHQVLYH� SODQ� IRU� GHYHORS�
PHQW�
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7KLQN�DQG�3ODQ�IRU�(QJDJHPHQW�ZLWK�WKH�:RUOG

7KH�LPSDFW�WKDW�QDWLRQDO�DQG�JOREDO�WUHQGV�ZLOO�KDYH�RQ�.HQWXFN\
V�IX�
WXUH� FDQ� VFDUFHO\� EH� RYHUVWDWHG��:KLOH�ZH� FRXOG� VSHFXODWH� DERXW� WKH� LP�
PHQVLW\�RI� FKDQJH�EHIRUH�XV�DQG� LWV�SRVVLEOH� LPSDFW�RQ�.HQWXFN\�� UHFHQW
KLVWRU\�GUDPDWLFDOO\�LOOXVWUDWHV�WKH�ZD\V�LQ�ZKLFK�LQWHUQDWLRQDO�HYHQWV�DI�
IHFW�WKH�&RPPRQZHDOWK��,Q�HDFK�RI�WKH�SDVW�WZR�GHFDGHV�ZH�ILQG�HYLGHQFH
RI�KRZ�SURIRXQGO\�.HQWXFN\
V� HFRQRP\�FDQ�EH�DIIHFWHG�E\� HYHQWV� LQ� UH�
PRWH�FRUQHUV�RI�WKH�ZRUOG�

'XULQJ�WKH�����V��WKH�ZRUOG�VXIIHUHG�WZR�RLO�SULFH�VKRFNV�DV�D�UHVXOW�RI
WKH� PDFKLQDWLRQV� RI� SHWUROHXP�SURGXFLQJ� QDWLRQV�� 7KH� 8�6�� HFRQRP\
PDGH�ZLGHVSUHDG�VXEVWLWXWLRQV�IRU�RLO��IDYRULQJ�FRDO��$V�D�UHVXOW��WKH�PLQ�
LQJ�VHFWRU��ZKLFK�FRQWULEXWHG�MXVW���SHUFHQW�RI�.HQWXFN\
V�HDUQLQJV�LQ������
DFFRXQWHG�IRU���SHUFHQW�RI�.HQWXFN\
V�HDUQLQJV�E\�������%ODFN��'DQLHO�DQG
6DQGHUV���������,Q�3LNH�&RXQW\�DORQH��WKH������RLO�HPEDUJR�GURYH�PLQLQJ
HDUQLQJV�XS����SHUFHQW��%ODFN��'DQLHO�DQG�6DQGHUV��

,Q�WKH�PLGGOH�RI�WKH�����V��-DSDQHVH�DXWRPDNHUV�VHOHFWHG�VLWHV�DQG�FRQ�
VWUXFWHG�DVVHPEO\�SODQWV� LQ� WKH�$PHULFDQ�KHDUWODQG��7KLV�ZDV�SDUWO\�GXH
WR�D�JURZLQJ�PRYHPHQW�LQ�WKH�8QLWHG�6WDWHV�WR�UHPHG\�WKH�KXJH�WUDGH�LP�
EDODQFH�ZLWK�-DSDQ�WKDW�KDG�UHVXOWHG�IURP�D�VWURQJ�GROODU��'RPHVWLF�UHVLV�
WDQFH� LQ� -DSDQ�WR�D�VLJQLILFDQW� LQFUHDVH� LQ� LPSRUWV� IURP�WKH�8QLWHG�6WDWHV
FRPSHOOHG� DXWRPDNHUV� WR� GHFUHDVH� H[SRUWV� E\� PDQXIDFWXULQJ� WKHLU� FDUV
DEURDG��7KLV�EURXJKW�7R\RWD�0RWRU�0DQXIDFWXULQJ��86$�WR�6FRWW�&RXQW\�
DQG�FUHDWHG�WKRXVDQGV�RI�MREV�DFURVV�.HQWXFN\�

5HFRJQL]LQJ� WKH� LPSRUWDQFH� RI� HQHUJ\� SULFHV�� H[FKDQJH� UDWHV� DQG
FRXQWOHVV� RWKHU� IDFWRUV� ZKLFK� DIIHFW� WKH� ZD\� ZH� OLYH� DQG� ZRUN� LQ� .HQ�
WXFN\��WKH�FRPPLVVLRQV�DQG�WDVN�IRUFHV�H[SRXQG�WKH�QHFHVVLW\�RI�WKLQNLQJ
DQG�SODQQLQJ�IRU�HQJDJHPHQW�ZLWK�WKH�ZRUOG�DURXQG�XV��$�GHFDGH�DJR��WKH
.HQWXFN\�7RPRUURZ�&RPPLVVLRQ�OLVWHG�WKH�JURZWK�RI�WKH�JOREDO�HFRQRP\
ILUVW�DPRQJ�WKH�ILYH�PDMRU�WUHQGV�DIIHFWLQJ�.HQWXFN\
V�IXWXUH��$�IHZ�\HDUV
ODWHU��WKH�UHSRUW�IURP�3URMHFW�����,QF���D�SULYDWH�VHFWRU�LQLWLDWLYH�IRFXVHG�RQ
SUHSDULQJ� .HQWXFN\� IRU� WKH� ��VW� &HQWXU\�� REVHUYHV� LQ� LWV� LQWURGXFWLRQ�
�.HQWXFN\�FDQQRW�OLYH�LQ�LVRODWLRQ��:H�DUH�SDUW�RI�WKH�ZRUOG�FRPPXQLW\��
7KH�IRFXV�RQ�JOREDO�IRUFHV�KDV�FRQWLQXHG�XQDEDWHG�LQ�WKH�����V��2QH�RI�WKH
(FRQRPLF�'HYHORSPHQW�&DELQHW
V�ILYH�PDMRU�JRDOV�LQ�LWV�VWUDWHJLF�SODQ�LV�WR
�FUHDWH� D� JOREDOO\� FRPSHWLWLYH� EXVLQHVV� HQYLURQPHQW���$QG� WKH�.HQWXFN\
$SSDODFKLDQ� 7DVN� )RUFH� SUHIDFHV� LWV� UHFRPPHQGDWLRQV� E\� GHFODULQJ� WKDW
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$SSDODFKLD� ULVNV� EHLQJ� OHIW� EHKLQG� �LQ� WKH� QHZ�ZRUOG� RI� WHFKQRORJ\� DQG
JOREDO�PDUNHWV��

7KLQNLQJ�DQG�SODQQLQJ�IRU�HQJDJHPHQW� LQ�WKH�ZRUOG�GHPDQGV�WKDW�ZH
IRFXV�ILUVW�DQG�IRUHPRVW�RQ�EXLOGLQJ�RXU�IXQGDPHQWDO�FDSDFLW\�WR�FRPSHWH³
RQ� VWUHQJWKHQLQJ� WKH� FDSDELOLWLHV� RI� ZRUNHUV�� QXUWXULQJ� RUJDQL]DWLRQDO
FKDQJH� DQG� LQWHUQDWLRQDO� HQJDJHPHQW� DPRQJ� H[LVWHQW� EXVLQHVVHV�� FRQ�
VWUXFWLQJ�WLPHO\�DQG�IOH[LEOH�LQVWLWXWLRQDO�UHVSRQVHV�WR�D�FKDQJLQJ�FRQWH[W�
DQG�HPSRZHULQJ�ORFDO�FRPPXQLWLHV�WR�WKLQN�DQG�SODQ�IRU�WKHPVHOYHV�

)RFXV�5HVRXUFHV�DQG�(IIRUW�DW�WKH�&RPPXQLW\�/HYHO

%HFDXVH� RI� WKH� SURIRXQG� FKDQJHV� WKDW� ZLOO� FRPH� ZLWK� DQ� H[SDQGLQJ
ZRUOG�PDUNHW�DQG�D�VKULQNLQJ�JOREH��ZH�DUH�FRPSHOOHG�WR�GHYHORS�DSSUR�
SULDWH�VWUDWHJLHV�WR�SUHSDUH�IRU�WKH�FRPLQJ�\HDUV��)RUWXQDWHO\��.HQWXFNLDQV
DUH� EHJLQQLQJ� WR� UHFRJQL]H� WKH� EHQHILWV� RI� OHYHUDJLQJ� LQFUHDVHG� FDSDFLW\
DQG� IRFXVLQJ� UHVRXUFHV� DW� WKH� ORFDO� OHYHO�� ,Q� UHFHQW� \HDUV�� SULYDWH� VHFWRU
EXVLQHVVHV�DQG�QRQ�SURILW�RUJDQL]DWLRQV��DV�ZHOO�DV�DJHQFLHV�RI�VWDWH�JRY�
HUQPHQW��KDYH�LQFRUSRUDWHG�WKLV�VWUDWHJ\�LQWR�WKHLU�UHFRPPHQGDWLRQV�DQG
ILQGLQJV��)RU�H[DPSOH�� WKH�.HQWXFN\�$SSDODFKLDQ�7DVN�)RUFH�� FUHDWHG�E\
*RYHUQRU�%UHUHWRQ�-RQHV�LQ�������RIIHUHG��DORQJ�ZLWK�LWV�QXPHURXV�VSHFLILF
UHFRPPHQGDWLRQV��VRPH�JXLGLQJ�SULQFLSOHV�ZKLFK��VKRXOG�FRXQVHO�SXEOLF
SROLF\�GHYHORSPHQW� DQG� WKH� GHOLYHU\� RI� JRYHUQPHQW� VHUYLFHV� LQ�$SSDOD�
FKLDQ�.HQWXFN\��������������:KLOH�VSHFLILF� WR�$SSDODFKLD�� WKHVH�SULQFLSOHV
DUH� HTXDOO\� DSSURSULDWH� IRU� RWKHU� SDUWV� RI� WKH� VWDWH��$JDLQ�� WKH� ILUVW� IRXU
JXLGLQJ�SULQFLSOHV�DUH�

• .HQWXFN\�VWDWH�DQG�UHJLRQDO�SODQQLQJ�VKRXOG�GHULYH�IURP�FRP�
PXQLW\�EDVHG�SODQQLQJ�

• &RPPXQLW\�EDVHG�SURJUDPV�VKRXOG�SURPRWH�FROODERUDWLRQ�DQG
FRRUGLQDWLRQ�DPRQJ�SURJUDP�DJHQFLHV� DQG� VKRXOG� FUHDWH�PRUH
HIIHFWLYH� UHJLRQDO� OLQNDJHV� DPRQJ� GHYHORSPHQW� DJHQFLHV� DQG
JURXSV��SULYDWH�HQWHUSULVH��DQG�QRQSURILW�RUJDQL]DWLRQV�

• 3URJUDP�SROLF\�GHVLJQ�VKRXOG�FUHDWH�PHFKDQLVPV�DW�DOO�OHYHOV�RI
JRYHUQPHQW� WKDW� PD[LPL]H� RSSRUWXQLWLHV� IRU� FLWL]HQ� LQYROYH�
PHQW�LQ�VHWWLQJ�GHYHORSPHQW�SULRULWLHV�DQG�HVWDEOLVKLQJ�FULWHULD
IRU�GHWHUPLQLQJ�DQG�HYDOXDWLQJ�SURJUDPV�DQG�SURMHFWV�
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• 6WUDWHJLF�SURJUDP�GHYHORSPHQW�VKRXOG�DVVLJQ�KLJKHU�SULRULW\�WR
KXPDQ� GHYHORSPHQW� QHHGV� LQFOXGLQJ� D� EURDG� GHILQLWLRQ� RI� LQ�
IUDVWUXFWXUH�WR�VXSSRUW�VXFK�GHYHORSPHQW��S������

7KH�LPSRUWDQFH�RI�FRPPXQLW\�OHYHO�DFWLRQ�LV�HFKRHG�E\�3URMHFW�����,QF��
�:KLOH�WKH�VWDWH�PXVW�VHW� WKH�VWDJH�LQ�PDQ\�UHJDUGV�� WKH�HFRQRPLF�GHYHO�
RSPHQW� VWRU\� LV�SOD\HG�RXW� LQ� ORFDO� FRPPXQLWLHV��7KHUHIRUH� �� �� ��ZH� FKDO�
OHQJH� FRPPXQLWLHV� WR� WDNH� DFWLRQ�� ������� ����� 7KH� 6RXWKHUQ� 5XUDO
'HYHORSPHQW� ,QLWLDWLYH�� RI�ZKLFK� WKH�.HQWXFN\�EDVHG�+XPDQ�(FRQRPLF
$SSDODFKLDQ�'HYHORSPHQW� &RUSRUDWLRQ� LV� D� IRXQGLQJ�PHPEHU�� DOVR� HP�
SKDVL]HV� WKH� LPSRUWDQFH�RI�XVLQJ� ORFDO� WDOHQWV� DQG� UHVRXUFHV� DQG�GHILQHV
GHYHORSPHQW��DV�ERWK�RXWFRPH�DQG�SURFHVV��HPSKDVLV�LQ�RULJLQDO����6RXWK�
HUQ�5XUDO�'HYHORSPHQW�,QLWLDWLYH��Q�G�������

&OHDUO\�� WKHVH� QRQ�JRYHUQPHQWDO� JURXSV� UHFRJQL]H� WKH� LPSRUWDQFH� RI
FRPPXQLW\�EDVHG�GHYHORSPHQW�DQG�WKH�SULQFLSOHV�LW�HQWDLOV��7KH�QHZ�RUL�
HQWDWLRQ�LQ�GHYHORSPHQW�SROLF\�LV�DOVR�HYLGHQW�LQ�VRPH�RI�WKH�DFWLYLWLHV�RI
VWDWH� DJHQFLHV�� )RU� H[DPSOH�� WKH� VWUDWHJLF� SODQ� IRU� WKH� (GXFDWLRQ��$UWV�	
+XPDQLWLHV�&DELQHW�FDOOV�IRU�UHWHQWLRQ�RI�IXWXUH�OHDGHUV�WKURXJK�WKH�*RY�
HUQRU
V�6FKRODUV�3URJUDP��DQ�LQFUHDVH�LQ�VFKRRO�EDVHG�GHFLVLRQ�PDNLQJ��WKH
GHYHORSPHQW�DQG�VXSSRUW�RI�VFKRRO�GLVWULFWV
��LQWHUQDO�FDSDFLW\�IRU�LQQRYD�
WLRQ�DQG�FKDQJH��������������DQG�DVVLVWDQFH�WR�ORFDO�GLVWULFWV�WR��HVWDEOLVK�WKH
FDSDFLW\� WR� GHYHORS� FXUULFXOXP� DQG� LPSURYH� FODVVURRP� LQVWUXF�
WLRQ�DVVHVVPHQW���S������

6SULQNOHG� WKURXJKRXW� WKH� (FRQRPLF� 'HYHORSPHQW� &DELQHW
V� VWUDWHJLF
SODQ�DUH�VWUDWHJLHV�DQG�WDFWLFV�ZKLFK�FRQWDLQ�VRPH�RI�WKHVH�QHZ�LGHDV��7KH
SODQ�QRWHV� WKDW� WKH�.HQWXFN\�(FRQRPLF�([SDQVLRQ�3URJUDP� �.((3�� �DG�
GUHVVHV� D� PRUH� FRPSUHKHQVLYH� DSSURDFK� WR� GHYHORSPHQW� LQ� WKDW� LW� DOVR
SURYLGHV�OHDGHUVKLS�GHYHORSPHQW�DQG�XQGHUVWDQGLQJ�RI�WKH�IXQGDPHQWDOV
RI�FRPPXQLW\�RUJDQL]DWLRQ��������������(OVHZKHUH�� WKH�VWUDWHJLF�SODQ�FDOOV
IRU� WKH� &DELQHW� WR� �HQFRXUDJH� WKH� HVWDEOLVKPHQW� RI� PDQXIDFWXULQJ� QHW�
ZRUNV���S�������UHZDUG�UHJLRQDO�FRRSHUDWLRQ��DQG��GHYHORS�OHDGHUVKLS� �� �� �
FDSDFLW\�DQG�WRROV��SDUWLFXODUO\�DW�WKH�FRPPXQLW\�OHYHO���S������

7KHVH� UHFRPPHQGDWLRQV� UHVW�RQ�D� IXQGDPHQWDO� WUXWK�RI�RUJDQL]DWLRQDO
FKDQJH�� 7KRVH� FORVHVW� WR� WKH� MRE� DUH� EHVW� SUHSDUHG� WR� GR� LW�� ,Q� RUGHU� WR
VWUHQJWKHQ�WKH�IXQGDPHQWDO�FDSDFLW\�RI�SHRSOH�DQG�SODFHV�WR�VKDSH�D�EHWWHU
IXWXUH�� UHVRXUFHV� DQG� HIIRUW³IURP� WHFKQLFDO� DVVLVWDQFH�� WR� OHDGHUVKLS� GH�
YHORSPHQW�� WR�PXFK�QHHGHG� ILQDQFLDO� UHVRXUFHV³PXVW� EH� IRFXVHG� DW� WKH
FRPPXQLW\�OHYHO�
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'HYHORS�+LJK�3HUIRUPDQFH�*RYHUQPHQW

7KH�WDVN�RI�FUHDWLQJ�D�KLJK�SHUIRUPDQFH�JRYHUQPHQW��RQH�ZKLFK�DQWLFL�
SDWHV� WKH� LPSDFW�RI� LPSRUWDQW�QDWLRQDO� DQG� LQWHUQDWLRQDO� WUHQGV� DQG� HP�
SRZHUV�FRPPXQLWLHV�WR�WDNH�UHVSRQVLELOLW\�IRU�WKHLU�IXWXUH�� LV�QRW�DQ�HDV\
RQH��<HW� LW� LV�DEVROXWHO\�HVVHQWLDO��5��6FRWW�)RVOHU��ZKR�KHDGV� WKH�QDWLRQDO
&RPPLWWHH� IRU� (FRQRPLF� 'HYHORSPHQW�� REVHUYHV� WKDW� WKH� ODUJHU� JOREDO
HFRQRPLF� FRQWH[W� KDV� IRUFHG� SDLQIXO� FKDQJHV� LQ� WKH� SULYDWH� VHFWRU� DQG
FDXVHG� OHDGLQJ� VWDWHV� WR� VKDSH�GHYHORSPHQW� JRDOV� IRFXVHG�RQ� �DFKLHYLQJ
KLJK�OHYHOV�RI�SURGXFWLYLW\�DQG�FRPSHWLWLYHQHVV�WKDW� LQFUHDVH�LQFRPH�DQG
SURYLGH�D�KLJK�VWDQGDUG�RI�OLYLQJ�DQG�TXDOLW\�RI�OLIH�IRU�DOO�UHVLGHQWV���)RV�
OHU�� ������ ���� 7KH� SURFHVVHV� RI� VWUXFWXUDO� UHDOLJQPHQW� DQG� RUJDQL]DWLRQDO
FKDQJH�FRPSHO�VWDWHV�WR�GHYHORS�QHZ�FDSDFLWLHV��QHZ��UHODWLRQVKLSV��YDOXHV
DQG�PHWKRGV���DQG�QHZ�DSSURDFKHV� WR�ERWK� IRUPXODWLQJ�DQG� LPSOHPHQW�
LQJ�SROLF\��)RVOHU���$�JURZLQJ�ERG\�RI�OLWHUDWXUH�VXJJHVWV�VRPH�RI�WKH�IHD�
WXUHV� QHHGHG� WR� DFKLHYH� RSWLPXP� JRYHUQPHQW� FDSDFLW\� WR� DGYDQFH� WKH
ZRUN�RI�GHYHORSPHQW�

$�&XOWXUH�RI�3HUIRUPDQFH��*RYHUQPHQW�PXVW�EHFRPH�DQ�DJHQW�ZKLFK
SURGXFHV�UHWXUQV�RQ�FLWL]HQ�LQYHVWPHQW��,Q�RUGHU�WR�GR�VR��LW�PXVW�EULQJ�LQ�
VWLWXWLRQDO�IRFXV�WR�EHDU�RQ�WKH�FHQWUDO�DQG�FULWLFDOO\�LPSRUWDQW�ZRUN�RI�GH�
YHORSPHQW�DQG�QXUWXUH��D�FXOWXUH�RI�SHUIRUPDQFH���)RVOHU���������0DQ\�RI
WKH�VDPH�WHQHWV�RI�RUJDQL]DWLRQDO�FKDQJH�ZKLFK�HQDEOHG�EXVLQHVV�DQG� LQ�
GXVWU\� WR� DGDSW� WR� D� GUDPDWLFDOO\� FKDQJHG�PDUNHWSODFH� FDQ� EULQJ� DOLJQ�
PHQW� DQG� IRFXV� WR� WKH� FRPSOH[��PXOWL�IDFHWHG�ZRUN� RI� GHYHORSPHQW� DQG
LPSURYH� JRYHUQPHQW� SHUIRUPDQFH�� )OH[LEOH�� FKDQJH�RULHQWHG� RUJDQL]D�
WLRQV�GHILQHG�E\�FOHDUO\�GHOLQHDWHG�JRDOV��HPSRZHUHG��KLJKO\�WUDLQHG�HP�
SOR\HHV�� IODW� PDQDJHPHQW� VWUXFWXUHV�� DQG� FURVV�IXQFWLRQDO� WHDPV� RIIHU� D
SURYHQ�SDWK�WR�KLJKHU�OHYHOV�RI�SHUIRUPDQFH�

&XVWRPHU�)LUVW� 2ULHQWDWLRQ�� )XQGDPHQWDO� WR� JRYHUQPHQW·V� DELOLW\� WR
HQKDQFH�SHUIRUPDQFH��WR�DFKLHYH�WKH�JRDOV�RI�GHYHORSPHQW��LV�D�FXVWRPHU�
ILUVW�RULHQWDWLRQ��7KH�SULYDWH�VHFWRU�VKLIW� IURP�D�IRFXV�RQ�TXDQWLW\�RU�SUR�
GXFWLRQ��WR�D�FXVWRPHU�RU�TXDOLW\�RULHQWDWLRQ�KDV�EHHQ�FHQWUDO�WR�LWV�DGDSWD�
WLRQ�WR�WKH�JOREDO�HFRQRP\��-XVW�DV�WKH�PDUNHWSODFH�GHPDQGV�KLJK�TXDOLW\�
DIIRUGDEOH� SURGXFWV�� FLWL]HQV� DUH� H[SUHVVLQJ� LPSDWLHQFH� ZLWK� LQHIILFLHQW�
FRVWO\��EXUHDXFUDWLF�SURJUDPV� WKDW�GR�QRW� DFKLHYH� WKH�SXUSRVH� IRU�ZKLFK
WKH\�ZHUH�GHVLJQHG��,Q�RUGHU�IRU�JRYHUQPHQW�WR�EHFRPH�PRUH�UHVSRQVLYH
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WR� FLWL]HQ�FXVWRPHU� QHHGV�� WKH� &RUSRUDWLRQ� IRU� (QWHUSULVH� 'HYHORSPHQW
�&('��UHFRPPHQGV�

• FXVWRPHU�VSHFLILF�VHUYLFH¦WDLORU�VHUYLFH�WR�FLWL]HQ�FXVWRPHU
QHHGV��DQ�HIIRUW�WKDW�FDQ�RIWHQ�EH�DFKLHYHG�E\�´ZKROHVDO�
LQJ� VHUYLFHV� WKURXJK� ORFDO� RU� UHJLRQDO� HQWLWLHV�µ� WKRVH
FORVHVW�WR�QHHGV�DQG�SUREOHPV�

• PDUNHW�IHHGEDFN¦VHHN�FLWL]HQ�FXVWRPHU�HYDOXDWLRQV�RI�WKH
TXDOLW\�RI�VHUYLFH�

• FRPSHWLWLYH�VHOHFWLRQ�SURFHVVHV¦VHOHFW�SULYDWH�RU�QRQ�SURILW
SURYLGHUV� RU� VHUYLFHV� EDVHG� RQ� SHUIRUPDQFH� DQG� FRVW� RI
GHOLYHU\�

• DFFRXQWDELOLW\¦HVWDEOLVK� EHQFKPDUNV�� PHDVXUHV� RI� RXW�
FRPHV�� WR� GHWHUPLQH� KRZ� HIIHFWLYHO\� SURJUDPV� VROYH
SUREOHPV��DQG�

• SHUIRUPDQFH�EDVHG�PDQDJHPHQW¦WLH�SXEOLF� IXQGLQJ� WR�SHU�
IRUPDQFH��&('��������

,QVWLWXWLRQDO�,QWHOOLJHQFH��,Q�DQ�HUD�LQ�ZKLFK�LQIRUPDWLRQ�DQG�LGHDV�DUH
IDVW�EHFRPLQJ�WKH�PDUNHW·V�PRVW�YDOXHG�SURGXFWV��JRYHUQPHQW·V�DELOLW\�WR
OHYHUDJH� RSWLPXP� RXWFRPHV� IRU� WKH� FLWL]HQV� LW� VHUYHV� GHSHQGV� XSRQ� WKH
IORZ� RI� ZKDW� )RVOHU� WHUPV� ´LQVWLWXWLRQDO� LQWHOOLJHQFHµ� �)RVOHU�� ������
7KURXJK�´D�OHDUQLQJ�V\VWHP�WKDW�HQFRXUDJHV�D�FRQVWDQW�IORZ�RI�XVHIXO�DQG
XVHDEOH� LQIRUPDWLRQµ� �)RVOHU�� ���� JRYHUQPHQW� FDQ� HQKDQFH� LWV� RZQ� SHU�
IRUPDQFH�DQG� WKDW�RI� WKH�YDVW� QHWZRUN�RI� LQGLYLGXDOV�� RUJDQL]DWLRQV� DQG
HQWHUSULVHV�ZLWK�ZKLFK�LW�LQWHUDFWV��)URP�HOHFWURQLF�DFFHVV�WR�HFRQRPLF�LQ�
WHOOLJHQFH��EHVW�SUDFWLFH�PRGHOV�� WHFKQLFDO�DVVLVWDQFH��DQG�URXWLQH�FRPPX�
QLFDWLRQ� ZLWK� SHHUV�� YLWDO� VRFLDO� FDSLWDO� DQG� ORFDO� FDSDFLW\� FDQ� EH
GUDPDWLFDOO\�HQKDQFHG��-XVW�DV�FRPPXQLW\�DVVHVVPHQW�KHOSV�LGHQWLI\�ORFDO
QHHGV�DQG�RSSRUWXQLWLHV��D�FRPSUHKHQVLYH�DQDO\VLV�RI�WKH�VWDWH·V�HFRQRP\
DQG�NH\�LQGXVWULHV�DQG�ILUPV�LQ�VSHFLILF�UHJLRQV�FRXOG�KHOS� IRFXV�RXU�GH�
YHORSPHQW�VWUDWHJLHV�� WDUJHW�SURJUDPPDWLF�DFWLRQ��HQVXUH� WKH�EHVW�XWLOL]D�
WLRQ�RI�SXEOLF�IXQGV��DQG�PRUH�HIIHFWLYHO\�DGGUHVV�SUREOHPV�DQG�QHHGV�

/HYHUDJLQJ� &DSDFLW\�� ,PSDFW�� &('� QRWHV�� LV� DFKLHYHG�ZKHQ� VXIILFLHQW
UHVRXUFHV�DUH�PRELOL]HG�RU�OHYHUDJHG�WR�ILW�WKH�VFDOH�RI�WKH�SUREOHP��D�SHU�
HQQLDO�FKDOOHQJH�IRU�UXUDO�FRPPXQLWLHV��&('�UHFRPPHQGV�WKDW�SXEOLF��SUL�
YDWH�� DQG� QRQ�SURILW� HQWLWLHV�� D� ZLGHU� V\VWHP� RI� DFWRUV� DFFXVWRPHG� WR
ZRUNLQJ�WRZDUG�WKH�VDPH�JRDOV�EXW�ZLWKLQ�GLIIHUHQW�VSKHUHV��EH�URXWLQHO\
HQJDJHG� LQ� WKH� SXUVXLW� RI� FRQVHQVXV� JRDOV� IRU� UXUDO� FRPPXQLWLHV� �&('�
������� %\� FRQVWUXFWLQJ� V\VWHPV�� ZKLFK� IRFXV� RQ� FROODERUDWLYH� UHVSRQVHV
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UDWKHU�WKDQ�GLUHFW�VHUYLFH�GHOLYHU\��&('���JRYHUQPHQWV�DUH�PRUH�OLNHO\�WR
DFKLHYH� VXFFHVV�� 6XFK� V\VWHPV� WUDQVFHQG� WKH� WUDGLWLRQDO� LQWHUQDO� ERXQGD�
ULHV� RI� SURJUDPV�� GHSDUWPHQWV�� DQG� DJHQFLHV� DQG� H[SDQG� FDSDELOLWLHV
WKURXJK� FROODERUDWLRQ�� 7KH\� PD[LPL]H� LPSDFW� DQG� FUHDWH� PRUH� HIILFLHQW
GHOLYHU\�V\VWHPV��&XOWLYDWLQJ�OHDGHUVKLS�RU�VRFLDO�FDSLWDO�DQG�HPSKDVL]LQJ
PXOWL�FRPPXQLW\�RU�UHJLRQDO�DSSURDFKHV�WR�SUREOHP�VROYLQJ�DOVR�VHUYH�WR
OHYHUDJH�H[SDQGHG�FDSDFLW\�WR�VROYH�SUREOHPV�DQG�PHHW�QHHGV�

7KH� QRQ�SURILW� RU� WKLUG� VHFWRU� RIIHUV� VLJQLILFDQW� RSSRUWXQLW\� IRU� JRY�
HUQPHQW� WR� EURDGHQ� WKH� EDVH� RI� UHVRXUFHV� GHGLFDWHG� WR� PHHWLQJ� VKDUHG
JRDOV��6HHG�DQG�VXSSRUWLQJ�JUDQWV�� FRQWUDFWXDO� DJUHHPHQWV�� DQG� FRRSHUD�
WLYH�LQLWLDWLYHV�ZLWK�WKLUG�VHFWRU�HQWLWLHV�FDQ��IRU�H[DPSOH��KHOS�OHYHUDJH�DQ
H[SDQGHG� FDSDFLW\� IRU� OHDGHUVKLS�� FRPPXQLW\�� DQG� HQWHUSULVH� GHYHORS�
PHQW� DQG� VXSSRUW�� (YHU\� RSSRUWXQLW\� WR� VXFFHVVIXOO\� FRPELQH� WKH� UH�
VRXUFHV� RI� VWDWH� JRYHUQPHQW� ZLWK� WKRVH� RI� SULYDWH� DQG� QRQ�SURILW
RUJDQL]DWLRQV�LQ�WKH�LQWHUHVW�RI�UHDOL]LQJ�ORQJ�WHUP��VKDUHG�JRDOV�VKRXOG�EH
VHL]HG�

&UHDWLQJ�D�QHZ�JRYHUQPHQW�DJHQF\�RU�RIILFH�WR�SHUIRUP�D�UROH�DOUHDG\
EHLQJ�PHW�E\�SULYDWH�RU�QRQ�SURILW�JURXSV�PD\�EH�DQ�LQHIILFLHQW�DQG�ZDVWH�
IXO�XVH�RI�SXEOLF�UHVRXUFHV��7KH�WLPH�UHTXLUHG�WR�GHYHORS�LQVWLWXWLRQDO�FD�
SDELOLWLHV� WKDW� DUH� EURDGO\� EHQHILFLDO� PD\� UHVXOW� LQ� VLJQLILFDQW� ORVW
RSSRUWXQLW\�� ,I� FROODERUDWLYH� LQLWLDWLYHV�RIIHU� D� FRVW� HIILFLHQW� DQG� HIIHFWLYH
DOWHUQDWLYH�WR�PHHWLQJ�SXEOLF�QHHG��WKH\�RIIHU�SRWHQWLDO�VDYLQJV�DQG�D�IDVWHU
UHWXUQ�RQ�SXEOLF�LQYHVWPHQW�

,Q�RUGHU� WR�FXOWLYDWH�PRUH� FROODERUDWLYH�RSSRUWXQLWLHV�� WKH�XVH�RI� VWDWH
IXQGV�DQG�WKH�FRQGXFW�RI�DJHQFLHV�ZLOO�KDYH�WR�EHFRPH�PRUH�IOH[LEOH�DQG
PRUH�SHUIRUPDQFH�RULHQWHG��5LJLG�SDUDPHWHUV�IRU�VSHQGLQJ��VXFK�DV�WKRVH
ZKLFK� SUHVHQWO\� UHVWULFW� FRDO� VHYHUDQFH� GHYHORSPHQW� IXQGV�� PXVW� EH� UH�
SODFHG�ZLWK�PRUH�IOH[LEOH�SROLFLHV�WKDW�UHFRJQL]H�WKH�H[SDQGLQJ�UROH�RI�HQ�
WUHSUHQHXULDOLVP� LQ� WRGD\·V� HFRQRP\�� 2UJDQL]DWLRQV� WKDW� GHYHORS�
VXSSRUW��DQG�QXUWXUH�VPDOO�EXVLQHVVHV�DQG�PLFUR�HQWHUSULVHV��IRU�H[DPSOH�
PD\�\LHOG� IDU� JUHDWHU� EHQHILWV� WR� FRPPXQLWLHV� WKDQ� LQYHVWPHQW� LQ� LQGXV�
WULDO�SDUNV�

+LJK�3HUIRUPDQFH� *RYHUQPHQW� LQ� .HQWXFN\��.HQWXFNLDQV� UHFRJQL]H
WKH�QHFHVVLW\�RI�HVWDEOLVKLQJ�D�FXOWXUH�RI�SHUIRUPDQFH��D�FXVWRPHU�ILUVW�RUL�
HQWDWLRQ�� LQVWLWXWLRQDO� LQWHOOLJHQFH�� DQG� WKH� DELOLW\� WR� OHYHUDJH� FDSDFLW\� LQ
RXU� JRYHUQPHQW�� 7KH� &RPPLVVLRQ� RQ� .HQWXFN\
V� *RYHUQPHQW� DLPHG� WR
LQFUHDVH�WKH�HIILFDF\�DQG�HIILFLHQF\�RI�WKH�H[HFXWLYH�EUDQFK��ZKLOH�WKH�*RY�
HUQRU
V� &RPPLVVLRQ� RQ�4XDOLW\� DQG� (IILFLHQF\� DGRSWHG� D� EURDGHU� IRFXV�
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ORRNLQJ� DW� DOO� DVSHFWV� RI� VWDWH� JRYHUQPHQW�� 7KH� FRQFOXVLRQV� RI� WKH� ODWWHU
ZHUH� SDUWLFXODUO\� DGDPDQW�� �>:@H�PXVW� FKDQJH� WKH�ZD\�ZH�PDQDJH� RXU
JRYHUQPHQW���������S������7R�GR�VR��WKH�FRPPLVVLRQ�LGHQWLILHG�IRXU��PDMRU
IURQWV��IRU�VWDWH�JRYHUQPHQW�

• (PSRZHU�HPSOR\HHV�
• 7KLQN�DQG�SODQ�IRU�UHVXOWV�
• &RQQHFW�JRYHUQPHQW�WR�FXVWRPHUV��DQG�
• ,QYHVW�LQ�RXU�IXWXUH��S������

7KH�QRWLRQ�RI�FKDQJLQJ�WKH�ZD\�ZH�PDQDJH�RXU�JRYHUQPHQW�LV�KDUGO\�D
QHZ�RQH��7KH�.HQWXFN\�7RPRUURZ�&RPPLVVLRQ�FRQFOXGHG�WKDW�WKH�VWUXF�
WXUH�RI� VWDWH�JRYHUQPHQW�ZDV�VR�DQWLTXDWHG� WKDW�RQO\�D�QHZ�FRQVWLWXWLRQ
FRXOG� EULQJ� QHHGHG� UHIRUPV�� 7KH� RWKHU� PDMRU� FKDQJH� DGYRFDWHG� E\� WKH
&RPPLVVLRQ�ZDV� WKH� GHYHORSPHQW� RI� D� FRPSUHKHQVLYH�� ORQJ�UDQJH� VWDWH
SODQ�� �.HQWXFN\� LV� RQ� D� MRXUQH\� WR� WKH� ��VW� &HQWXU\�ZLWK� QR� FOHDU� ORQJ�
WHUP� YLVLRQ� RI� ZKHUH� LW� LV� KHDGHG�� �.HQWXFN\� 7RPRUURZ� &RPPLVVLRQ�
������ S�� ����� 7KH�&RPPLVVLRQ� HQYLVLRQHG� D� SODQ�ZKLFK�ZRXOG� �HVWDEOLVK
SROLFLHV�ZKLFK�JXLGH�GHFLVLRQV�DW�DOO�OHYHOV�RI�JRYHUQPHQW���S������

3DUW�RI� WKH�SURFHVV�RI�GHYHORSLQJ�D�FRPSUHKHQVLYH�SODQ� WKDW�ZLOO�KHOS
DGYDQFH�KLJK�SHUIRUPDQFH�JRYHUQPHQW� LV�HVWDEOLVKLQJ�D� ORQJ�WHUP�YLVLRQ
IRU� WKH�&RPPRQZHDOWK�RI�.HQWXFN\��JRDOV� WKDW�ZLOO�PRYH�XV� WRZDUG� WKH
UHDOL]DWLRQ�RI�WKDW�YLVLRQ��DQG�EHQFKPDUNV�E\�ZKLFK�WR�PHDVXUH�RXU�SURJ�
UHVV��7RGD\�� WKLV�YLVLRQLQJ�SURFHVV� LV�ZHOO�XQGHUZD\� LQ�.HQWXFN\�� ,Q� WKH
IDOO�RI�������D�VHULHV�RI�SXEOLF�PHHWLQJ�DURXQG�WKH�VWDWH�JDYH�KXQGUHGV�RI
FLWL]HQV�WKH�RSSRUWXQLW\�WR�RIIHU�LGHDV�DQG�LQSXW�ZKLFK�UHVXOWHG�LQ�D�GUDIW
YLVLRQ� VWDWHPHQW� IRU� .HQWXFN\�� )XUWKHU� FLWL]HQ� LQSXW� LQWR� D� GUDIW� YLVLRQ�
JRDOV��DQG�EHQFKPDUNV�ZDV�JDWKHUHG�DW�DQ�2FWREHU������FRQIHUHQFH�KHOG
E\� WKH�.HQWXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU��$� UHSRUW� RQ� WKH� HI�
IRUW��ZKLFK�LV�VXSSRUWHG�E\�WKH�H[HFXWLYH�DQG�OHJLVODWLYH�EUDQFKHV��ZLOO�EH
LVVXHG�WKLV�\HDU�

7KH�&KDOOHQJHV�%HIRUH�8V

*OREDOL]DWLRQ�� WHFKQRORJLFDO� DGYDQFHV�� DQG� RUJDQL]DWLRQDO� FKDQJH� DUH
XSRQ�XV��7KHVH� WUHQGV�ZLOO� UHTXLUH�QHZ�ZD\V�RI�GRLQJ� WKLQJV� LQ� WKH�QH[W
FHQWXU\��7KH\�FKDOOHQJH�XV�WR�UHDOL]H�WKDW�WKH�ZDOOV�ZKLFK�LQVXODWHG�PXFK
RI�UXUDO�.HQWXFN\�IURP�WKH�RXWVLGH�ZRUOG�DUH�FUXPEOLQJ��WKH\�FKDOOHQJH�XV
WR� FKDQJH� VRPH� WUDGLWLRQV�ZKLFK� KDYH� EHFRPH� RXWGDWHG�� WKH\� FKDOOHQJH
EXVLQHVVHV�WR�ZRUN�ZLWK�RQH�DQRWKHU�DV�QHYHU�EHIRUH��WKH\�FKDOOHQJH�FRP�
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PXQLWLHV�WR�VHHN�WKHLU�RZQ�VROXWLRQV�WR�SUREOHPV��DQG�DW�WKH�VDPH�WLPH�WR
FRPELQH�WKHLU�UHVRXUFHV�LQ�UHJLRQDO�HIIRUWV��WKH\�FKDOOHQJH�HGXFDWLRQDO�LQ�
VWLWXWLRQV�WR�PRUH�FORVHO\�DOLJQ�WKHLU�DFWLYLWLHV�ZLWK�WKH�QHHGV�DQG�WKH�DELOL�
WLHV� RI� WKH� FRPPXQLWLHV� WKH\� VHUYH�� DQG� WKH\� FKDOOHQJH� JRYHUQPHQW� WR
HPSRZHU�LWV�LQVWLWXWLRQV��LWV�HPSOR\HHV��DV�ZHOO�DV�WKH�FLWL]HQV�LW�VHUYHV�

7KH�WDVN�PD\�QRW�EH�DV�GLIILFXOW�DV�LW�ILUVW�DSSHDUV��:H�VHH�LQ�WKH�PDQ\
LQVLJKWIXO� DQG� VLQFHUH� UHFRPPHQGDWLRQV� IURP� WKH�.HQWXFN\�$SSDODFKLDQ
7DVN�)RUFH��WKH�*RYHUQRU
V�&RPPLVVLRQ�RQ�4XDOLW\�DQG�(IILFLHQF\��3URMHFW
���� ,QF���$J��3URMHFW� ������ WKH�'HSDUWPHQW� IRU� 6RFLDO� 6HUYLFHV�� WKH�(GXFD�
WLRQ��$UWV�	�+XPDQLWLHV�&DELQHW��WKH�+XPDQ�(FRQRPLF�$SSDODFKLDQ�'H�
YHORSPHQW�&RUSRUDWLRQ�DQG�WKH�(FRQRPLF�'HYHORSPHQW�&DELQHW��WR�QDPH
D� IHZ�� WKDW� .HQWXFNLDQV� UHFRJQL]H� WKH� QHHG� IRU� IXQGDPHQWDO� FKDQJH�
0RUHRYHU�� WKH\� DUH�ZLOOLQJ� WR�PDNH� LW� KDSSHQ�� 7KH\� DUH� XS� WR� WKH� FKDO�
OHQJH�

0DQ\�.HQWXFNLDQV� DUH� VLQJLQJ� IURP� WKH� VDPH� VRQJ� ERRN��:H� VXJJHVW
WKDW� LW� LV� QRZ� WLPH� WR� JHW� HYHU\RQH� RQ� WKH� VDPH� VKHHW� RI� PXVLF� ZLWK� D
VWDWHZLGH��FRPSUHKHQVLYH�SODQ�IRU�GHYHORSPHQW��0XFK�RI�WKH�IRXQGDWLRQ
IRU� VXFK� DQ� HIIRUW� LV� DOUHDG\� LQ� SODFH�� .HQWXFN\�ZLOO� VRRQ� KDYH� D� YLVLRQ
VWDWHPHQW��JRDOV��DQG�EHQFKPDUNV�WR�JXLGH�SODQQLQJ�HIIRUWV��$QG�LW�KDV�D
QXPEHU�RI�JURXSV�DQG�LQGLYLGXDOV�ZKR�DUH�WKLQNLQJ�DERXW�WKH�ZRUOG�EH�
\RQG� RXU� LPPHGLDWH� ERUGHUV�� IRFXVLQJ� UHVRXUFHV� DQG� HIIRUWV� DW� WKH� FRP�
PXQLW\�OHYHO��DQG�FDOOLQJ�IRU�IXQGDPHQWDO�FKDQJH�LQ�RXU�JRYHUQPHQW�

:KDW� .HQWXFN\� GRHV� QRW� KDYH� LV� D� SODQ� ZKLFK� H[SOLFLWO\� RXWOLQHV� IRU
HDFK�VWDWH�DJHQF\��QRW�MXVW�WKH�(FRQRPLF�'HYHORSPHQW�&DELQHW��LWV�UROH�LQ
WKH�GHYHORSPHQW�SURFHVV��WKH�JRDOV�LW�LV�H[SHFWHG�WR�UHDOL]H�LQ�WKH�LQWHUHVW
RI� FLWL]HQV� RI� WKLV� VWDWH�� DQG� VWUDWHJLHV� IRU� DFKLHYLQJ� WKHP�� 6XFK� D� SODQ
ZRXOG� QHFHVVDULO\� SODFH� KHDY\� HPSKDVLV� RQ�SURFHVV��RQ� KRZ�ZH� FRQGXFW
WKH�ZRUN�RI�GHYHORSPHQW��DV�ZHOO�DV�WKH�SURGXFWV�RU�RXWFRPHV�ZH�KRSH�WR
DFKLHYH�� ,Q� HYHU\� IDFHW�� WKH� SODQ� ZRXOG� HPSKDVL]H� WKH� LPSRUWDQFH� RI
ORRNLQJ�WR�WKH�ZRUOG�IRU�RSSRUWXQLW\��IRFXVLQJ�HQHUJLHV�DQG�HIIRUWV�DW�WKH
ORFDO� OHYHO³ZKHUH� GHYHORSPHQW� KDSSHQV³DQG� FXOWLYDWLQJ� SHUIRUPDQFH�
RULHQWHG�JRYHUQPHQW�WKDW�JHWV�UHVXOWV�

7KH� FULWLFDO� JURXQGZRUN³YLVLRQ�� JRDOV� DQG� EHQFKPDUNV³IRU� D� FRP�
SUHKHQVLYH��ORQJ�WHUP�SODQ�IRU�.HQWXFN\·V�IXWXUH�KDV�EHHQ�ODLG��:H�EHOLHYH
LW� FRXOG� XOWLPDWHO\� VWDWH� DQG� ORFDO� JRYHUQPHQWV�� DV� ZHOO� DV� SULYDWH� DQG
QRQ�SURILW�JURXSV��WRJHWKHU�LQ�SXUSRVH��EULQJ�PXFK�QHHGHG�IRFXV�WR�WKHLU
ZRUN��DQG�HQKDQFH�RXWFRPHV��:LWK�D�ORQJ�WHUP�SODQ�LQ�SODFH��ZH�FDQ�EH�
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JLQ� WR�PHHW� WKH� FKDOOHQJH� RI� EXLOGLQJ� D� PRUH� SURVSHURXV� IXWXUH� IRU� WKH
SHRSOH�RI�.HQWXFN\��QR�PDWWHU�ZKHUH�WKH\�OLYH�
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5HVRXUFHV
$PEURVLXV��0���	�:HOFK�� 6�� �������� 6WDWH� OHJLVODWRUV·� SHUFHSWLRQV� RI� EXVLQHVV� DQG� ODERU

LQWHUHVWV��/HJLVODWLYH�6WXGLHV�4XDUWHUO\��������������

%DLJ��(�&���������-XQH������:HOFRPH�WR�WKH�RIILFHOHVV�RIILFH��%XVLQHVV�:HHN������

%DUUHWW��$���������$SULO������,W
V�D�VPDOO��EXVLQHVV��ZRUOG��%XVLQHVV�:HHN���������

%DUWLN��7����������$VVHVVLQJ�WKH�SDVW�DQG�ORRNLQJ�WRZDUG�WKH�IXWXUH��,Q�5��6FRWW�)RVOHU��(G���
7KH�QHZ�HFRQRPLF�UROH�RI�$PHULFDQ�VWDWHV��S��������1HZ�<RUN��2[IRUG�8QLYHUVLW\�3UHVV�

%DUWLN��7����������:KR�EHQHILWV�IURP�VWDWH�DQG�ORFDO�HFRQRPLF�GHYHORSPHQW�SROLFLHV"�.DODPD]RR�
:�(��8SMRKQ�,QVWLWXWH�

%HUJHU��0�&��� %ODFN��'�$���	�&KDQGUD��$�� ��������8QHYHQ� WLGHV�� 5HJLRQDO� WUHQGV� LQ� HFR�
QRPLF�JURZWK�LQ�.HQWXFN\��,Q�&��0��6WUDXV��(G����.HQWXFN\�$QQXDO�(FRQRPLF�5HSRUW����
�����/H[LQJWRQ��8QLYHUVLW\�RI�.HQWXFN\�&HQWHU�IRU�%XVLQHVV�DQG�(FRQRPLF�5HVHDUFK�

%HUQVWHLQ��$���������$XJXVW������,QHTXDOLW\��+RZ�WKH�JDS�EHWZHHQ�ULFK�DQG�SRRU�KXUWV�WKH
HFRQRP\��%XVLQHVV�:HHN��������

%HUQVWHLQ��$���������-XO\������7KH�ZDJH�VTXHH]H��%XVLQHVV�:HHN��������

%ODFN��'�$���'DQLHO�� .�(���	� 6DQGHUV�� 6�� �������� 7KH� ULVH� DQG� IDOO� RI� NLQJ� FRDO�� ,Q� &��0�
6WUDXV� �(G����.HQWXFN\�$QQXDO� (FRQRPLF� 5HSRUW� ��������� /H[LQJWRQ��8QLYHUVLW\� RI� .HQ�
WXFN\�&HQWHU�IRU�%XVLQHVV�DQG�(FRQRPLF�5HVHDUFK�

%RQQHWW��7�:����������6WUDWHJLHV�IRU�UXUDO�FRPSHWLWLYHQHVV��:DVKLQJWRQ��'&��&RXQFLO�RI�*RY�
HUQRU·V�3ROLF\�$GYLVRUV��1DWLRQDO�*RYHUQRU·V�$VVRFLDWLRQ�

%UDGVKHU��.���������$SULO������5LFK�SRRU�JDS� LQ�8�6��ZRUVW�DPRQJ�NH\�QDWLRQV��/H[LQJWRQ
+HUDOG�/HDGHU��$��

%URZQH��:�3���6NHHV��-�5���6ZDQVRQ��/�(���7KRPSVRQ��3�%���	�8QQHYHKU��/�-���������6DFUHG
&RZV�DQG�+RW�3RWDWRHV��$JUDULDQ�0\WKV�LQ�$JULFXOWXUDO�3ROLF\��%RXOGHU��&RORUDGR��:HVW�
YLHZ�3UHVV�

&KL��.�6���������2FWREHU���7RWDO�TXDOLW\�PDQDJHPHQW��6WDWH�7UHQGV�DQG�)RUHFDVWV����������

&LJOHU��%�$���-DQVHQ��$�&���5\DQ��9�'���	�6WDEOHU��-����������7RZDUG�DQ�XQGHUVWDQGLQJ�RI�PXO�
WLFRPPXQLW\�FROODERUDWLRQ��:DVKLQJWRQ��'&��86'$�(FRQRPLF�5HVHDUFK�6HUYLFH�
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&LJOHU��%�$�� ��������7UHQGV�DIIHFWLQJ� ORFDO�DGPLQLVWUDWRUV�� ,Q� -�/��3HUU\� �(G����+DQGERRN�RI
SXEOLF�DGPLQLVWUDWLRQ��SS����������6DQ�)UDQFLVFR��-RVVH\�%DVV�3XEOLVKHUV�

&REE�� -� &�� ��������7KH� VHOOLQJ� RI� WKH� VRXWK�� 7KH� VRXWKHUQ� FUXVDGH� IRU� LQGXVWULDO� GHYHORSPHQW�
�����������%DWRQ�5RXJH��/RXLVLDQD�6WDWH�8QLYHUVLW\�3UHVV�

&RPPXQLW\�'HYHORSPHQW�)RXQGDWLRQ���������7KH�&')�VWRU\��7XSHOR��0LVVLVVLSSL�������

&RRSHU��+���������0DUFK�����6RXWKHUQ�FRPIRUW��7XSHOR��0LVV���FRQFRFWV�DQ�HIIHFWLYH�UHFLSH
IRU�HFRQRPLF�KHDOWK��7KH�:DOO�6WUHHW�-RXUQDO��$���

BBBBB�� ��������5HWKLQNLQJ� UXUDO� GHYHORSPHQW��:DVKLQJWRQ��'&��&RUSRUDWLRQ� IRU� (QWHUSULVH
'HYHORSPHQW�

&RUSRUDWLRQ� IRU�(QWHUSULVH�'HYHORSPHQW�� ��������7KH� ����� GHYHORSPHQW� UHSRUW� FDUG� IRU� WKH
VWDWHV��:DVKLQJWRQ��'&��&RUSRUDWLRQ�IRU�(QWHUSULVH�'HYHORSPHQW

&RUWHVH��$���9HULW\��-���0LWFKHOO��5���	�%UDQGW��5���������)HEUXDU\������&\EHUVSDFH��&UDIWLQJ
VRIWZDUH�WKDW�ZLOO�OHW�\RX�EXLOG�D�EXVLQHVV�RXW�WKHUH��%XVLQHVV�:HHN��������

&RXUDQW��3��1�� �������'HFHPEHU���+RZ�ZRXOG�\RX�NQRZ�D�JRRG�HFRQRPLF�GHYHORSPHQW
SROLF\�LI�\RX�WULSSHG�RYHU�RQH"�+LQW��GRQ·W� MXVW�FRXQW� MREV��1DWLRQDO�7D[�3ROLF\�-RXUQDO
������������

'HDYHUV��.�/���������-XQH�6HSWHPEHU�������·V�D�GHFDGH�RI�EURDG�UXUDO�VWUHVV��5XUDO�'HYHO�
RSPHQW�3HUVSHFWLYHV�����

'XQQ��/���������)HEUXDU\���9LVLRQV�LQ�DFWLRQ��&RORUDGR�FRPPXQLW\�FDVHV���5HSRUW�RI�WKH�&ROR�
UDGR�5XUDO�5HYLWDOL]DWLRQ�3URMHFW���)RUW�&ROOLQV��&2��&RORUDGR�6WDWH�8QLYHUVLW\�&RRS�
HUDWLYH�([WHQVLRQ�6HUYLFH�

(LVLQJHU��3�.����������7KH�ULVH�RI� WKH� HQWUHSUHQHXULDO� VWDWH��0DGLVRQ��7KH�8QLYHUVLW\�RI�:LV�
FRQVLQ�3UHVV�

(OOHU��5���-HQNV��3���-DVSDUUR��&���	�1DSLHU��-���������$SULO���.HQWXFN\ªV�GLVWUHVVHG�FRPPXQLWLHV�
/H[LQJWRQ��.<��$SSDODFKLDQ�&HQWHU��8QLYHUVLW\�RI�.HQWXFN\�

)ORUD��-��/���&KULVV��-�-���*DOH��(���*UHHQ��*�3���6FKPLGW��)�(���	�)ORUD��&���������$SULO���3UR�
ILOHV�RI�����UXUDO�VHOI�GHYHORSPHQW�SURMHFWV��)URP�WKH�JUDVVURRWV��:DVKLQJWRQ��'&��8�6�
'HSDUWPHQW�RI�$JULFXOWXUH��(FRQRPLF�5HVHDUFK�6HUYLFH�

)ORUD��-��/���	�)ORUD��&�%����������/RFDO�HFRQRPLF�GHYHORSPHQW�SURMHFWV��.H\�IDFWRUV��,Q�1�
:DO]HU���(G����5XUDO�FRPPXQLW\�HFRQRPLF�GHYHORSPHQW��:HVWSRUW��&1��3UDHJHU�

)ORUD��-�/���*DOH��(���6FKPLGW��)�(���*UHHQ��*�3���	�)ORUD��&�%���������$XJXVW���&DVH�VWXGLHV
RI�HLJKW�UXUDO�VHOI�GHYHORSPHQW�HIIRUWV��)URP�WKH�JUDVVURRWV��:DVKLQJWRQ��'&��8�6��'H�
SDUWPHQW�RI�$JULFXOWXUH��(FRQRPLF�5HVHDUFK�6HUYLFH�
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)RVOHU��5�� 6�� ������� )HEUXDU\��� 6WDWH� HFRQRPLF� SROLF\�� 7KH� HPHUJLQJ�SDUDGLJP��(FRQRPLF
'HYHORSPHQW�4XDUWHUO\����������

)RVOHU��5��6���(G������������7KH�QHZ�HFRQRPLF�UROH�RI�$PHULFDQ�VWDWHV��1HZ�<RUN��2[IRUG�8QL�
YHUVLW\�3UHVV�

)UHVKZDWHU��'���������-XQH�-XO\���*RRG�MREV��EDG�MREV��QR�MREV"�6HHG�IRU�&RPPXQLW\���������

)UHVKZDWHU��'��	�(KUHQVDIW��3�� ��������&DWDO\]LQJ�ERWWRP�XS�GHYHORSPHQW�ZLWK�QDWLRQDO
SROLFLHV��&DQDGD·V�FRPPXQLW\�IXWXUHV�SURJUDP��,Q�'��:��6HDUV�	�-��1��5HLG��(GV����5X�
UDO�GHYHORSPHQW�VWUDWHJLHV��S����������&KLFDJR��1HOVRQ�+DOO�

*DERU��$����������7KH�PDQ�ZKR�GLVFRYHUHG�TXDOLW\��1HZ�<RUN��7LPH�%RRNV�

*DUGQHU��-��:���������-XO\���:H�QHHG�WR�VWULNH�D�VSDUN��*RYHUQLQJ��������

*ULVKDP��9���������0D\������&RPPXQLW\�GHYHORSPHQW��1HZ�DOWHUQDWLYHV��6SHHFK�SUHVHQWHG�DW
WKH�&RPPXQLWLHV�RI�WKH�)XWXUH�&RQIHUHQFH��%RZOLQJ�*UHHQ��.HQWXFN\�

*UHHQ��*��3���)ORUD�� -�/���)ORUD��&��	�6FKPLGW�� )�(�� ��������/RFDO� VHOI�GHYHORSPHQW� VWUDWH�
JLHV��1DWLRQDO�VXUYH\�UHVXOWV��-RXUQDO�RI�WKH�&RPPXQLW\�'HYHORSPHQW�6RFLHW\������������

*UHHQ��*��3���)ORUD��-��/���)ORUD��&���	�6FKPLGW��)�(���������1RYHPEHU���5HVXOWV�RI�D�QDWLRQDO
VWXG\�RI�UXUDO�VHOI�GHYHORSPHQW�SURMHFWV��)URP�WKH�JUDVVURRWV��8�6��'HSDUWPHQW�RI�$JUL�
FXOWXUH��(FRQRPLF�5HVHDUFK�6HUYLFH�

+DUULVRQ��%��	�.DQWHU��6���������1RYHPEHU���$�KLVWRU\�RI�VWDWH�EXVLQHVV�VXEVLGLHV��$PHUL�
FDQ�,QVWLWXWH�RI�3ODQQHUV�-RXUQDO��������������

+D\ZRRG�� &�� ������� )DOO��� 7KH� HFRQRPLF� VLJQLILFDQFH� RI� 7R\RWD� 0RWRU� 0DQXIDFWXULQJ�
8�6�$���,QF��LQ�.HQWXFN\��(FRQRPLF�'HYHORSPHQW�5HYLHZ������������

,VVHUPDQ��$��0�� �������� 6WDWH� HFRQRPLF� GHYHORSPHQW� SROLF\� DQG� SUDFWLFH� LQ� WKH�8QLWHG
6WDWHV��$�VXUYH\�DUWLFOH��,QWHUQDWLRQDO�5HJLRQDO�6FLHQFH�5HYLHZ�������������

-RKQ��'��� %DWLH�� 6���	�1RUULV�� .�� �������$�%ULJKWHU� )XWXUH� IRU� 5XUDO� $PHULFD�� 6WUDWHJLHV� IRU
&RPPXQLWLHV� DQG� 6WDWH��:DVKLQJWRQ�� '&��1DWLRQDO� *RYHUQRUV·� $VVRFLDWLRQ� &HQWHU� IRU
3ROLF\�5HVHDUFK�

-RKQVRQ��&���������-XO\���5HQHZLQJ�FRPPXQLW\��*RYHUQLQJ�����������

-RKQVRQ��.��0��	�%HDOH��&��/�� ������� -XO\���7KH� UXUDO� UHERXQG� UHYLVLWHG��$PHULFDQ�'HPR�
JUDSKLFV������������
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.HQWXFN\�$SSDODFKLDQ�7DVN�)RUFH�� �������-DQXDU\���&RPPXQLWLHV�RI�KRSH��3UHSDULQJ� IRU� WKH
IXWXUH� LQ� $SSDODFKLDQ� .HQWXFN\�� /H[LQJWRQ�� .<�� $SSDODFKLDQ� &HQWHU�� 8QLYHUVLW\� RI
.HQWXFN\�

.HQWXFN\�&HQWHU�IRU�3XEOLF�,VVXHV�� �������)DOO���.HQWXFN\�RXWORRN�������%\�FKDQFH�RU�E\�GH�
VLJQ��$Q� DQDO\VLV� RI� ��� WRZQ�PHHWLQJV�� )UDQNIRUW��.<�� 7KH�.HQWXFN\�/RQJ�7HUP�3ROLF\
5HVHDUFK�&HQWHU�

.HQWXFN\� (FRQRPLF�'HYHORSPHQW� 3DUWQHUVKLS� %RDUG�� ��������.HQWXFN\� 6WUDWHJLF� 3ODQ� IRU
(FRQRPLF�'HYHORSPHQW�3URJUHVV�5HSRUW��)UDQNIRUW��.<��.HQWXFN\�(FRQRPLF�'HYHORSPHQW
&DELQHW�

.HQWXFN\�)LQDQFH�DQG�$GPLQLVWUDWLRQ�&DELQHW����������.HQWXFN\�TXDUWHUO\�HFRQRPLF�	�UHYH�
QXH�UHSRUW��ILVFDO�\HDU�������)UDQNIRUW��.<��.HQWXFN\�)LQDQFH�DQG�$GPLQLVWUDWLRQ�&DEL�
QHW�

BBBBB����������.HQWXFN\�6WUDWHJLF�3ODQ� IRU�(FRQRPLF�'HYHORSPHQW�3URJUHVV�5HSRUW��)UDQNIRUW�
.<��.HQWXFN\�(FRQRPLF�'HYHORSPHQW�&DELQHW�

.HQWXFN\�7RPRUURZ�&RPPLVVLRQ���������0HHWLQJ�WKH�&KDOOHQJH��$Q�$JHQGD�7RGD\�IRU�.HQ�
WXFN\ªV�7RPRUURZ��)UDQNIRUW��.HQWXFN\��2IILFH�RI�WKH�/W��*RYHUQRU�

.OHEHU��-��(���(G������������7KH�.HQWXFN\�HQF\FORSHGLD��/H[LQJWRQ��.<��8QLYHUVLW\�RI�.HQWXFN\
3UHVV�

.ORWWHU��-��&���������-XO\���6QDSVKRWV�RI�D�VWDWH�LQ�FKDQJH��$Q�RYHUYLHZ�RI�.HQWXFN\�LQ�WKH
WZHQWLHWK�FHQWXU\��7KH�)LOVRQ�&OXE�+LVWRU\�4XDUWHUO\��������������

/DXJKOLQ�� -��'�� ������� 6HSWHPEHU� ����7KH� HIIHFWLYHQHVV� RI� WD[� LQFHQWLYHV� LQ� HFRQRPLF� GHYHORS�
PHQW�� 5HVHDUFK� EULHILQJ� IRU� WKH� ,QWHULP� /HJLVODWLYH� 6WXG\� &RPPLWWHH� RQ� 7D[� $EDWH�
PHQW��(QWHUSULVH�=RQHV��DQG�7D[�,QFUHPHQW�)LQDQFLQJ��6WDWH�RI�,QGLDQD�

/HDU��%���������$SULO������8QWLWOHG�VSHHFK��3UHVHQWHG�WR�%HUHD�FRQIHUHQFH�RQ�UXUDO�GHYHORS�
PHQW��%HUHD�&ROOHJH��%HUHD��.<�

/HGHEXU��/��&���	�:RRGZDUG��'���������$XJXVW���$GGLQJ�D�VWLFN�WR�WKH�FDUURW��ORFDWLRQ�LQ�
FHQWLYHV�ZLWK�FODZEDFNV��UHFLVLRQV��DQG�UHFDOLEUDWLRQV��(FRQRPLF�'HYHORSPHQW�4XDUWHUO\�
����������

/\QH��-���	�9HQDEOH��7���������)HEUXDU\���,'5&·V�3DOP�'HVHUW�:RUOG�&RQJUHVV��ZRUN�IRUFH
IRFXV�GUDZV�UHFRUG�VHWWLQJ�DWWHQGDQFH��6LWH�6HOHFWLRQ��������

/\VRQ�� 7�$�� 	�:��:�� )DON� �(GV���� �������� )RUJRWWHQ� 3ODFHV�� 8QHYHQ� 'HYHORSPHQW� LQ� 5XUDO
$PHULFD��/DZUHQFH��.6��8QLYHUVLW\�RI�.DQVDV�3UHVV�

0'&��,QF���������-XQH���%XLOGLQJ�EORFNV�RI�UXUDO�GHYHORSPHQW��GLVFXVVLRQ�SDSHU���&KDSHO�+LOO�
1&���0'&��,QF�
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0DKWHVLDQ��&���������1RYHPEHU���5RPDQFLQJ�WKH�VPRNHVWDFN��*RYHUQLQJ��������

0DUWLQ��+���������0D\�����8QWLWOHG�VSHHFK��3UHVHQWHG�DW�(PHUJLQJ�(FRQRPLF�'HYHORSPHQW
6WUDWHJLHV� LQ� WKH� 6RXWK�&RQIHUHQFH�� 6RXWKHUQ�*URZWK�3ROLFLHV� %RDUG�� 7XSHOR��0LVVLV�
VLSSL�

0LOZDUG��+��%���	�1HZPDQ��+�+���������$XJXVW���6WDWH�LQFHQWLYH�SDFNDJHV�DQG�WKH�LQ�
GXVWULDO�ORFDWLRQ�GHFLVLRQ��(FRQRPLF�'HYHORSPHQW�4XDUWHUO\������������

0F1DPDUD��.��7���.ULHVHO��:���	�5DLQH\��'�9����������0DQXIDFWXULQJ�UHFUXLWPHQW�DV�D�UX�
UDO�GHYHORSPHQW�VWUDWHJ\��,Q�'�:��6HDUV�	�-�1��5HLG��(GV����5XUDO�GHYHORSPHQW�VWUDWHJLHV
�SS������������&KLFDJR��1HOVRQ�+DOO�

0F.QLJKW��-���������7KH�&DUHOHVV�6RFLHW\��1HZ�<RUN��%DVLF�%RRNV�

1DWLRQDO�$VVRFLDWLRQ�RI�7RZQV�DQG�7RZQVKLSV����������$�RQH�RI�D�NLQG�FRPSLODWLRQ�RI�VPDOO
WRZQ�HFRQRPLF�GHYHORSPHQW�VXFFHVV�VWRULHV��:DVKLQJWRQ��'&��1DWLRQDO�$VVRFLDWLRQ�RI
7RZQV�DQG�7RZQVKLSV�

1RUWK�&HQWUDO�5HJLRQDO�&HQWHU�IRU�5XUDO�'HYHORSPHQW���������1RYHPEHU�����&RQIHUHQFH
RQ�PXOWLFRPPXQLW\�FROODERUDWLRQ��DQ�HYROYLQJ�UXUDO�UHYLWDOL]DWLRQ�VWUDWHJ\��VSHDNHU
VXPPDULHV��&KLFDJR��,OOLQRLV�

2VERUQH��'����������/DERUDWRULHV�RI�GHPRFUDF\��%RVWRQ��+DUYDUG�%XVLQHVV�6FKRRO�3UHVV�

3DUVRQV��*���	�9DQ�&OHYH��-����������'HVWLQDWLRQV��RSSRUWXQLWLHV�IRU�HFRQRPLF�GHYHORSPHQW�LQ�WKH
$PHULFDQ�VPDOO�WRZQ��6WDUNYLOOH��06��&RPPXQLW\�(FRQRPLF�'HYHORSPHQW�&HQWHU��0LV�
VLVVLSSL�6WDWH�8QLYHUVLW\�

3HWHUV��$��+���������1RYHPEHU���&ODZEDFNV�DQG�WKH�DGPLQLVWUDWLRQ�RI�HFRQRPLF�GHYHORS�
PHQW�SROLF\�LQ�WKH�0LGZHVW��(FRQRPLF�'HYHORSPHQW�4XDUWHUO\������������

3RGJXUVN\��0����������-RE�GLVSODFHPHQW�DQG�WKH�UXUDO�ZRUNHU��:DVKLQJWRQ��'&���(FRQRPLF
3ROLF\�,QVWLWXWH�

3XOYHU��*���	�'RGVRQ��'����������'HVLJQLQJ�GHYHORSPHQW�VWUDWHJLHV�LQ�VPDOO�WRZQV��:DVKLQJ�
WRQ��'&��7KH�$VSHQ�,QVWLWXWH�

3XWQDP��5��'����������0DNLQJ�GHPRFUDF\�ZRUN��FLYLF�WUDGLWLRQV�LQ�PRGHUQ�,WDO\��3ULQFHWRQ��1-�
3ULQFHWRQ�8QLYHUVLW\�3UHVV�

3XWQDP��5��'���������6SULQJ���7KH�SURVSHURXV�FRPPXQLW\��6RFLDO�FDSLWDO�DQG�SXEOLF�OLIH�
7KH�$PHULFDQ�3URVSHFW��������

5DPVH\��-��5���������-XQH�-XO\���)RU�FRPSHWLWLYHQHVV��%XVLQHVV�WD[HV�UHYLHZHG��.HQWXFN\
-RXUQDO�������
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5HLG�� -�1��	�6HDUV��'�:�� ��������5HLQYHQWLQJ�UXUDO�SROLF\� UHVHDUFK�� ,Q�'�:��6HDUV�	� -�1�
5HLG��(GV����5XUDO�GHYHORSPHQW�VWUDWHJLHV��SS��������&KLFDJR��1HOVRQ�+DOO�

5RGULN��'���������*HWWLQJ�LQWHUYHQWLRQV�ULJKW��+RZ�6RXWK�.RUHD�DQG�7DLZDQ�JUHZ�ULFK��:RUN�
LQJ�3DSHU�1R���������&DPEULGJH��0$���1DWLRQDO�%XUHDX�RI�(FRQRPLF�5HVHDUFK��,QF�

6FKZHNH��:���5LVW��&���	�'DEVRQ��%����������%LGGLQJ�IRU�EXVLQHVV��$UH�FLWLHV�DQG�VWDWHV�VHOOLQJ
WKHPVHOYHV�VKRUW"�:DVKLQJWRQ��'&��&RUSRUDWLRQ�IRU�(QWHUSULVH�'HYHORSPHQW�

6HDUV��'��:���5HGPDQ��-��0���*DUGQHU��5��/���	�$GDPV��6��-����������*HDULQJ�XS�IRU�VXFFHVV�
2UJDQL]LQJ�D�VWDWH�IRU�UXUDO�GHYHORSPHQW��:DVKLQJWRQ��'&��7KH�$VSHQ�,QVWLWXWH�

6FKDFWHU��+DUU\�:����������.HQWXFN\�RQ�WKH�0DUFK��1HZ�<RUN��+DUSHU�	�%URWKHUV�

6FKLUPHU�� 3��	�7D\ORU��0�$�� ��������)DUPV�� )DFWRULHV� DQG� )UHH� 7UDGH�� )UDQNIRUW�� .<��.HQ�
WXFN\�/RQJ�7HUP�3ROLF\�5HVHDUFK�&HQWHU�

6PLWK��(���6HSWHPEHU������������/HWWHU�WR�0�7��&KLOGUHVV�

6P\UH��5���6HSWHPEHU�������7HOHSKRQH�LQWHUYLHZ�

6RXWKHUQ�5XUDO�'HYHORSPHQW�,QLWLDWLYH��65',��� �Q�G��� ,Q�6HDUFK�RI�:D\V�WKDW�:RUN��$�&RQ�
FHSWXDO�)UDPHZRUN�IRU�§%RWWRP�8S¨�&RPSUHKHQVLYH�&RPPXQLW\�'HYHORSPHQW��GUDIW���.H\V�
YLOOH��*$��65',�

7KRPDV��0��*�� ��������3URILOHV� LQ� UXUDO� HFRQRPLF� GHYHORSPHQW�� .DQVDV�&LW\��02��0LGZHVW
5HVHDUFK�6HUYLFH�

7RPVKR��5���������$SULO������*URZLQJ�SDLQV��5LR�5DQFKR�ZRRHG�LQGXVWU\�DQG�JRW�LW��SOXV
ILQDQFLDO�ZRHV��:DOO�6WUHHW�-RXUQDO��$�����

8QUXK��7�� ��������6WDWH�DQG�IHGHUDO�SROLF\�LQLWLDWLYHV� LQ�UXUDO�GHYHORSPHQW��,Q�1��:DO]HU
�(G����5XUDO�FRPPXQLW\�HFRQRPLF�GHYHORSPHQW��1HZ�<RUN��3UDHJHU�

:ROII��(�1���������6XPPHU���$PHULFD·V�JURZLQJ�FRQFHQWUDWLRQ�RI�ZHDOWK��7KH�$PHULFDQ
3URVSHFW��������


